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Your financial statement records your system efficiency. Earnings « 
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No system can be more efficient than its components. 


Moloney Transformers are designed and engineered to provide depen 


and economical service in operation. Their design encompasses all desirable operating chat 


istics, in balance, for maximum all-around performance. 


More than sixty-four years devoted to building better transforme:s has 


Moloney a thorough understanding of actual utility problems, and this know-how is reflect 


the performance record of every Moloney Transformer. 
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Twofold Benefits From The 


Analysts Journal 


7, its timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


2, is advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 

To Keep Abreast of Investment Markets 


READ THE ANALYSTS JOURNAL 
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ADVERTISE IN THE ANALYSTS JOURNAL 
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Capit. Funds over $150,000,000 


Do you have a 
Utility 


problem? 


America is growing. 

Our population is not only increasing 
in numbers, it’s spreading. Industry is 
-xpanding to meet challenging new 
opportunities. 

And Utilities are faced with enor- 
nous capital expansion to provide for 
‘he growing needs of industry and 
consumers. 

This is where the Irving can be of 
oarticular help—by assisting Utilities 


in making the many financial decisions 
incidental to growth. 


Our Analytical Studies, Seminars and 
Round Table Conferences have helped 
many Utilities bring added vitality to 
their capital planning, financing and 
cultivation of the financial community. 

For information, you are cordially 
invited to call our Public Utility De- 


partment at LL 3-2967 or write us at 
One Wall Street. 


IRVING TRUST COMPANY 


GEoRGE A. Murpuy, Chairman of the Board 


One Wall Street, New York 1 'y; N.Y. Total Assets over $1,700,000,000 


WILLIAM E. PETERSEN, President 


Public Utilities Department—JOHN F. Cuitps, Vice President in Charge 
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A’ we go to press with this issue, the 
city of Washington, D. C., is in the 
throes of transition. The ritual of the in- 
augural ceremony is over, the sounds of 
the military bands and cheering crowds 
have died away. We look out of our 
editorial windows and see the grandstands 
being dismantled along Pennsylvania 
avenue. But the real impact of the new 
administration in Washington is just 
beginning to be felt in all the countless 
bureaus, agencies, and departments of the 
federal government and on our national 
economy as a whole. 


THE swearing in of new Cabinet officials 
has been succeeded by the changing of 
many subordinate layers and tiers of au- 
thority. A new Congress sits on Capitol 
Hill to watch and debate new policies amid 
a climate of uncertainty and mounting 
international tension. 


YET, this is not a novel experience for 
the nation’s capital. One could easily go 
back not too many years to find even 
more extensive periods of change and dis- 
location. The inauguration of the New 
Deal in 1933 following twenty years of 
Republican occupancy in the White 
House, and the inauguration of the first 


© Fabian Bachrach 
WILLARD F. STANLEY 


L. E. SLADE 


Eisenhower administration in 1953 fol- 
lowing another twenty years of Demo- 
cratic occupation of the White House, 
marked even more extensive alterations 
on the Washington scene. 


ND so although the party label of the 
Chief Executive changes once again, 
there is actually quite a bit of continuity 
despite the Changing of the Guard in 
Washington. The organization and lead- 
ership of the new Congress are the same 
as they have been for the past four years. 
Both major parties try to make a point 
of the cohesiveness of our foreign policies 
and the oft-repeated statement that our 
party politics stop at the water’s edge. All 
told, veteran Washingtonians can probably 
take the whole thing in stride, unless their 
own tenures happen to be affected. 


THERE have been some severe flutter 
ings, of course, in the dovecots of our 
federal regulatory commissions. An ava 
lanche of criticisms and reports ani 
recommendations have stirred somewha' 
placid areas of routine operations whicl: 
some say, have been too placid or to: 
routine. But again this is not a new story 
It has all happened before and judging b: 
the repetitious character of the criticism: 
and recommendations and proposed reor 
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NEW REMINGTON® ELECTRIC outTstTyYLeEs, OUTPERFORMS, 
SMARTS AND OUTDATES ANY OTHER ELECTRIC IN THE FIELD 


Breathtaking breakthrough into tomorrow! The new 
Remington Electric heralds a new dawn of typing 
ease and comfort for secretaries— a new age of impeccable 
correspondence for letter-signing executives, too. 

Available in 6 soft pastel colors, this fine performer speedily 
moves mountains of paperwork. See the new Remington 
Electric at your local Remington Rand office today! 


Remington. Fland. 


DIVISION OF SPERRY RAND CORPORATION 


ganization, a cynical observer of more 
than one generation might be tempted to 
say—as if he were looking at a 20-year-old 
movie on television — “I seem to have 
seen this all before.” 


ANOTHER year, plus some more laws 
and regulations and appointments, and 
the regulatory scene will probably settle 
down as it always has during past up- 
heavals. We could be wrong about this, of 
course, but as a betting proposition it is 
not a bad place to stake a few chips. 
After the charges and countercharges 
about shortcomings and reorganizations 
are out of the way, the federal commis- 
sions will find they still have the same 
bread-and-butter problems which consti- 
tute the real bull work of regulation. And 
management, too, in the public utility 
business will find that despite new names 
and new faces in Washington, or at the 
state capitals, the basic -bread-and-butter 
problems have not changed very much. 


he ile of the perennial management 
problems which will always be with 
us, no doubt, is whether to have a policy 
of high dividend pay-out on common 
stocks or a more conservative regard for 
building up corporate surplus. The first 
article in this issue comes to us from 
Witiarp F. STANLEY, financial analyst 
of Brooklyn, New York, who has written 
a number of analyses in the financial field. 
Mr. STANLEY was curious about the im- 
pact of high dividend pay-out on utility 
stock with respect to price-earnings ratio. 
His article discusses a study he made of 
115 electric utility companies which have 
followed various degrees of liberal divi- 
dend pay-out policy. This study seems to 
point to a definite correlation between 
high dividend pay-out and higher price- 
earnings ratio. 
* * * 


HE article on Iowa Power and Light 

Company’s franchise victory in Des 
Moines, beginning on page 152, comes to 
us from L. E. SLapg, vice president and 
treasurer of the Iowa Power and Light 
Company. Mr. SLapE was the general 
chairman of a recent highly successful 
campaign by his company to win a fran- 
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chise victory and his company did win it 
by a margin of 11 to 1. This article 
should be of interest and help to other 
companies faced with this periodical 
problem of renewing municipal fran- 
chises. It involved intelligent planning, 
hard work, and skillful techniques. In 
Iowa, as in many other states, public 
utility companies are faced with the prob- 
lem of going before the voters who are 
also their customers and seeking what 
amounts to a vote of confidence in the 
form of franchise renewal. 


* * 


{pn article on the importance of ac- 
counting in gas line expansion proj- 
ects comes to us from Paut G. La 
GRONE, now associated with Arthur An- 
dersen & Co. at that firm’s office in St. 
Louis, Missouri. Dr. LAGRONE is a 
native of Greenville, Mississippi, and a 
graduate of Bowling Green College, Ken- 
tucky (BS, ’47), the University of Den- 
ver (MBA, ’48), and the University of 
Alabama (PhD, ’58). He served in World 
War II as a Lieutenant Commander in 
the Naval Air Force, and is also asso- 
ciate professor of accounting on leave 
of absence from the University of Ark: n- 
sas. 


THE next number of this magazine v ill 
be out February 16th. 
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How Stone & Webster management 
experts can help you keep a sharp eye 
on your Corporate Insurance 


Every business can be certain of one thing today... and that 
is continuous change in the risks and hazards of doing business. 

Consultants from Stone & Webster Service Corporation sell 
no insurance, represent no insurance companies ... they are 
prepared to study your company's insurance requirements, 
examine your existing coverage and report ob/ective/y in 
detail concerning the adequacy of your program. 

Write for a new free booklet called ‘‘Corporate Insurance 
and the Constancy of Change."’ It outlines how we can serve 
you in this important area of your business. 


STONE & WEBSTER SERVICE CORPORATION 


90 Broad Street, New York 4, New York 


ADVANCE SHEETS 
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PUBLIC UTILITIES REPORTS 


> Meeting an increasing demand for prompt reporting of full-text opinions 
in decisions of state and Federal regulatory commissions and of the courts 
on appeal from the commissions’ decisions. 


®& For those who wish to keep currently informed of the new concepts, rapid 
expansion and ever increasing problems in the field of public service regula- 
tion, these Advance Sheets, issued twice a month, will be found invaluable. 


Subscription price—$24. a year 


PUBLIC UTILITIES REPORTS, INC. 
Publishers 
332 Pennsylvania Building, Washington 4, D. C. 
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THE LANDIS REPORT: BOON OR BANE? 

Although the Kennedy administration has only been in >ffice 
a few days, Congress has been deluged with a number °{ re- 
ports on what is wrong with the federal regulatory comm: sions 
and what to do about it. Some of these cover the same g° »und 
and some of the views are in conflict. But the shortest an.’ best 
publicized was the report by James M. Landis, made »« the 
request of President Kennedy immediately after his el: ction 
last fall. Charles F. Phillips, Jr., assistant professor of econ inics, 
School of Commerce and Administration, Washington an: Lee 
University, has made a cursory study of the Landis report in 
an effort to appraise the validity and shortcomings of its rec- 
ommendations, as well as the views expressed. In suminary, 
Professor Phillips feels that the Landis report leaves much unsaid 
and says much that might better be left unsaid. 


EARNINGS-PRICE RATIOS AND THE CURRENT 

COST OF COMMON EQUITY 

Have economic trends over the past few years raised new or 
stronger questions about the validity of earnings-price ratios 
and the current cost of economic equity, as a measure of the 
reasonableness of the return to be allowed a utility in a rate 
case? The author of this article, Arnold H. Hirsch, feels that 
they have and discusses his present viewpoints on the matter 
which he has reached only after serious consideration of the 
factors involved. Inasmuch as Mr. Hirsch has represented the 
consumer side or so-called “public interest” almost exclusively 
during the past thirty years, this latest statement may cause 
some raised eyebrows in regulatory circles. Nevertheless he has 
in this article, which features a number of charts and docu- 
mented references, decided that in the foreseeable future, as 
distinguished from the period prior to 1960, the earnings-price 
ratio may no longer be a satisfactory gauge of the earnings- 
equity requirement. 


PLAIN SPEECH FOR BETTER COMMUNICATION 


The most important public relations man for the average public 
utility company—where service routine customer contacts are 
concerned—is not necessarily the company’s president or vice 
president or director of public relations. It may be the lin:man 
who asks the housewife’s permission before blocking her crive- 
way, the meter reader who avoids stepping on a newly planted 
garden, the collection clerk who investigates an apparent ('evia- 
tion, and so forth. John Gunn, account executive of Bov:ll & 
Jacobs, Inc., sets down in this article some practical sugge:‘ions 
for inculcating some habits of plain and persuasive sp:ech. 


AND IN ADDITION .. . . Special financial news, digests, and interpretations of court 
and commission decisions, general news happenings, reviews, Washington gossip, and other features of 
interest to public utility regulators, companies, executives, financial experts, employees, investors, and 
others. 
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PROCEEDINGS 
1960 CONVENTION 


AT LAS VEGAS, NEVADA 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 


THIS edition contains valuable material on the 
subject of regulation of rates and services of 
public utilities and transportation companies 
including the following: 


Progress in the Regulation, Services, Facilities and Safety of Operation of Public 
Utilities; Valuation; Depreciation; Rates of Transportation Agencies; Study of Rail- 
road Problems; Discussions on the subjects of "Duties and Responsibilities of a Public 
Utilities Commissioner"; "Natural Gas Rate Problems"; "The Role of Communica- 
tions in Civil Defense"; "Outlook for Railroad Consolidations and Mergers"; and 
"Current Problems in the Regulation of Air Carriers." This volume contains a com- 
plete transcript of the addresses and committee reports of the 1960 Las Vegas 
meeting. The book is printed and bound in regular book cover. 


Price $10.00 — Approximately 500 pages 


OTHER PUBLICATIONS OF THE ASSOCIATION 


1957—Uniform System of Accounts for Water Utilities 
Class A & B—128 pages 
Accounts for utilities having annual water operating revenues of $250,000 or more .. $4.50 
Class C—100 pages 
Accounts for utilities having annual water operating revenues of $50,000 or more but 


Class D—64 pages 
Accounts for utilities having annual water operating revenues of less than $50,000 .. 2.00 


1958—Uniform System of Accounts for Electric Utilities 

Class A & B—169 pages 

Accounts for utilities having annual electric operating revenues of $1,000,000 or more 4.50 
Class C—125 pages 

Accounts for utilities having annual electric operating revenues of $150,000 or more 

Class D—59 pages 

Accounts for utilities having annual electric operating revenues of less than $150,000 2.00 


1958—Uniform System of Accounts for Gas Utilities 
Class A & B—212 pages 
Accounts for utilities having annual gas operating revenues of $1,000,000 or more .. 4.50 
Class C—130 pages 
Accounts for utilities having annual gas operating revenues of $150,000 or more but 


Class D—60 pages 
Accounts for utilities having annual gas operating revenues of less than $150,000 .. 2.00 


1958—Regulations Governing the Preservation of Records of Electric, 


1957—Telephone Separations Manual (Revised October, 1957) ..................... 2.00 
Depreciation: 
1943-1944 Reports of the Committee on Depreciation. A comprehensive and complete 
analysis of the problems of depreciation en public utility regulation ........... 4.50 
1946—Methceds of Pricing Retirements from Group Property Accounts ................ 1.25 
1948—Half Cycle Methods of Estimating Service Life 1.00 
1948—Letter Symbols for Mathematics of Depreciation ........................20005, 1.00 


(When remittance accompanies order, we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 
P, O. Box 684 Washington 4, D. C. 
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“There never was in the world two opinions alike.” 


—MonrTAIGNE 


EpITorRIAL STATEMENT 
The Wall Street Journal. 


Barry GOLDWATER 
U. S. Senator from Arizona. 


Howarp E. SIMPson 
President, The Baltimore & Ohio 
Railroad Company. 


Hartow H. Curtice 
Former president, General Motors 
Corporation. 


RALPH J. CorDINER 
Chairman of the board, General 
Electric Company. 


H. W. Von WILLER 
Chairman of the board, Erie- 
Lackawanna Railroad 
Company. 


CrarLes De GAULLE 
President, Republic of France. 


“. . . the best way to assure the right kind of pros- 
perity would be for the government to cut spending-- 
say by about $20 billion—and give the people a re'] 
chance. A government that did that would indeed 2 
intelligent and useful.” 

‘The nation’s younger citizens will live under the hy.- 
teria of inflation throughout the rest of their lives — 
if it is not checked now. They will carry the load of 
our rising debts, and its growing interest payments. - 
if we go on spending beyond our income.” 


> 


“Rate cutting limitation is one of several inequalities 
that permit unfair and destructive competitive condi- 
tions which are sapping the economic vitality of essen- 
tial rail transportation. Unless these conditions are 
corrected they will ruin the railroads as a private 
industry.” 

“There is no such thing as guaranteed annual pro- 
gress. There must be incentives to attract investment 
capital and stimulate a continuation of the steady for- 
ward march of technology. Management must be alert 
to its responsibilities, and all who work must recog- 
nize that the only way to have more is to produce 
more.” 

“While this country has no monopoly on technical 
skill, venture capital, or high-grade industrial capacity, 
it is certainly the largest single bloc of such assets in 
the world today. As such, it is the pivotal position of 
economic strength for the entire free world. No free 
nation, no businessman anywhere, would benefit from 
policies that would allow the United States economy to 
deteriorate or in any way lose its expansive vitality.” 


“In addition to restoring some semblance of man- 
agerial discretion to the people who have the respon- 
sibility for the successful operation of their respective 
railroad properties, the removal of ‘horse-collar and 
horse-and-buggy’ regulation which is long overdue, 
would be a great stimulant to the nation’s lagging 
economy by virtue of the increased employment and 
vast purchasing power that would naturally result from 
a healthier railroad system.” 


“TIf the arms race goes on] there is no end to (e 
accumulation and the perfecting of the means of mu- 
clear destruction capable of annihilating life over vos 
spaces. Given these elements the equilibrium of ‘¢ 
world is no more than a cold war, a war that engende’s 
fear, incites invective, and engulfs resources, and ill 
problems appear insoluble and envenomed. France !1s 
made her choice. She has chosen to be on the side of 
free people; she has chosen to be there with you.” 
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Feb. 2-3—American Gas Association-Edison 
Electric Institute, Accounting Conference, 
will hold final working meeting, Lovis- 
ville, Ky. 


Feb. 2-3—Pennsylvania Electric Association, 
Prime Movers Committee, will hold meet- 
ing, Pittsburgh, Pa. 


Feb. 5-7—National Association of Purchas- 
ing Agents, Public Utility Buyers Group, 
will hold meeting, Detroit, Mich. 


Feb. 5-11—National Electrical Week will be 
held. 


Feb. 6-7—Edison Electric Institute, Sales 
Division, Commercial Lighting Committee, 
will hold meeting, New York, N. Y. 


Feb. 6-10—Western Winter Radio-Television 
and Appliance Market will hold western 
merchandise mart, San Francisco, Cal. 


Feb. 7-9—Electrical Manufacturers Exposition 
will hold biannual meeting, Columbus, 
Ohio. 


Feb. 8-9—Pennsylvania Electric Association, 
Transmission and Distribution Committee, 
will hold meeting, Harrisburg, Pa. 


Feb. 8-10—American Gas Association-Edison 
Electric Institute, Taxation Accounting 
committees, will hold meeting, Columbus, 
Ohio. 


Feb. 9-10—Missouri Valley Electric Asso- 
ciation will hold industrial and commercial 
sales conference, Kansas City, Mo. 


Feb. 9-11—American Gas Association will 
hold home service workshop, Cleveland, 
Ohio. 

‘ 

Feb. 9-11—National Telephone Co-operative 
Association will hold annual meeting, 
Dallas, Tex. 


Feb. 10-11—Air-Conditioning and Refrigera- 
‘tion Wholesalers will hold annual conven- 
tion, Chicago, Ill. 


Feb. 13-1M—Second Biennial Mid-Pacific Gas 
Merchandising Conference will be held, 
Honolulu, Hawaii. 


Feb. 13-15—American Management Asso- 
ciation will hold midwinter personnel con- 
ference, Chicago, Ill. 


CHECK THESE DATES: 


Feb. 13-16—American Society of Heating, 
Refrigerating, and Air-Conditioning En- 
gineers will hold semiannual meeting, 
Chicago, Ill. 


Feb. 13-16—National Rural Electric Co-oper- 
ative Association will hold annual meet- 
ing, Dallas, Tex. 


Feb. 14-15—Association of National Ad- 
vertisers will hold co-operative advertising 
workshop, Chicago, Ill. 


Feb. 14-16—Electrical Trade Conference and 
Exposition will be held, Washington, D. C. 


Feb. 15—New England Gas Association, 
Street Department Supervisors Group, will 
hold meeting, Worcester, Mass. 


Feb. 15-17—Institute of Radio Engineers will 
hold international solid state circuits con- 
ference, Philadelphia, Pa. 


Feb. 15-17—Lovisiana Telephone Associa- 
tion will hold annual convention, Shreve- 
port, La. 


Feb. 15-21—American Bar Association will 
hold midyear meeting, Chicago, Ill. 


Feb. 16-17—Pennsylvania Electric Associa- 
tion, Engineering Section, will hold elec- 
trical equipment exposition, Pittsburgh, 
Pa, 


Feb. 16-19—Edison Electric Institute will hold 
national conference of electric and gas 
utility accountants, St. Louis, Mo. 


Feb. 19-22—Mi ta Teleph Associa- 
tion will hold annual convention, Minnea- 
polis, Minn. 


Feb. 22-23—Annual Conference of Presidents 
of State Broadcaster Associations will hold 
meeting, Washington, D. C. 


Feb. 23-24 — American Gas Association- 
Pacific Coast Gas Association will hold 
public relations workshop, Portland, Ore. 


Feb. 23-25—National Wiring Bureau will 
hold annual national wiring sales con- 
ference, Chicago, Ill. 
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ourtesy, Iowa Power and Light Company 


Awaiting the Election Returns 


A public utility company can have campaign and election return 
excitement as well as political candidates. This is a general 
shot of the election return board at campaign headquarters 
of Iowa Power and Light Company. The board shows re- 
ports of progress in voting received from 73 Des 
Moines precincts during the election tallying. 

The board keeps a running account of the 
total vote up to the final results. Other 
techniques of the campaign are dis- 
cussed in the article in this issue 
beginning on page 152. 
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Impact of Dividend Pay-out 
on Price-earnings Ratios 


By WILLARD F. STANLEY* 


The author made a careful study of the stocks of 115 electric utili- 

ties in an effort to learn if higher dividend pay-outs enhance the 

market prices by increasing price-earnings ratios, His results seem 

to indicate they do. However, the impact of higher dividend pay- 

ments tends to diminish in power with extremely large electric 

utilities, These findings may apply to dividend pay-out policies in 
other utilities as well. 


0 higher dividends lead to higher 
market prices? That is the peren- 
nially controversial question which 

has agitated utility managements and the 
financial fraternity generally for many 
decades. Will a dollar of earnings pro- 
duce more in market value if distributed 
to stockholders? Or is there greater ad- 
vantage to be obtained if the company 


*President, Corporate Services, Inc. Brooklyn, 
New York. For additional personal note, see “Pages 
with the Editors.” 


retains it and invests it in its business? 
There long have been and still are 
two emphatically conflicting schools of 
thought on this subject. Literally hun- 
dreds of thousands of words have prob- 
ably been written and published about 
it by one side or the other and the issue 
still remains relatively undecided. 

A recent test check made by the writer 
—while no claim is made that its results 
should be considered as conclusive—tends 
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to sustain the theory that higher dividend 
pay-outs seem likely to enhance market 
values by increasing the price-earnings 
ratios of utility equities; 7. e., what in- 
vestors are willing to pay for each dollar 
of the per share earnings of these cor- 
porations. 


es hundred and fifteen electric util- 
ity companies were used for the pur- 
pose of this survey, this segment of the 
overall utility industry being selected both 
because of its size and because it prob- 
ably has a higher average percentage of 
dividend and pay-out than gas, telephone, 
or water utilities. 

For the purpose of the test check, the 
115 electric utilities were divided into 
three groups. Group (1) comprised those 
companies (27 in number) which paid 
out in dividends on their common stocks 
more than 75 per cent of their earnings. 
Group (2) includes 56 companies pay- 
ing out 65 per cent or more but not over 
75 per cent of their earnings in dividends. 
Group (3) applies to 32 companies with 
dividend pay-outs below 65 per cent of 
earnings. 

The table below shows the average 
pay-outs of the three groups and also the 
percentage increase in pay-out of Group 
(2) over Group (3) and of Group (1) 
over Group (2): 


Group (1) (27 ComMPaANIEs) 


Average Percentage Percentage Increase in 
Dividend Pay-out Percentage Dividend Pay- 
Out (3) 


Group (2) (56 ComMPANIES) 


Percentage Increase in 
Percentage Dividend Pay- 
Out over Group (2) 
70.4 17 
Group (3) (32 ComMPaANIES) 
60.2 
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\ pews survey showed that the three 

groups above had the following ay- 
erage price-earnings ratios, with the fol- 
lowing percentage increase thereof of 
Group (1) over Group (2) and Group 
(2) over Group (3), respectively: 


Group (1) (27 ComPANIEs) 


Average Price- 
Earnings Ratio 


18.5 
Group (2) (56 CoMPANIES) 


Percentage Increase in 
Price-earnings Ratio 


Over (3) 


Percentage Increase in 
Price-earnings Ratio 
Over al (2) 


17.5 
Group (3) (32 CoMPANIES) 
16.8 


What These Figures Indicate 


os the foregoing it will be observed 
that the survey shows a consistent 
trend between increased percentage divi- 
dend pay-out and increased price-earn- 
ings ratios. The percentage dividend pay- 
out rises 17 per cent from Group (3) to 
Group (2) and the price-earnings ratio 
of the latter group rises 4 per cent over 
the former. Dividend pay-out increases 
another 17 per cent from Group (2) to 
Group (1) and a 5 per cent increase in 
price-earnings ratio is recorded for Group 
(1) over Group (2). This indicates that 
every 1 per cent increase in the percent- 
age of dividend pay-out results in some- 
thing a little below a 0.3 per cent increase 
in price-earnings ratio. The increase in 
price-earnings ratio inevitably leads to a 
similar increase in market value, assum- 
ing no change in per share earnings. 

It is obvious that the impact of divi- 
dend pay-out should properly be related 
to price-earnings ratio rather than to mar- 
ket value, because the latter is affected 
by changes in per share earnings. Divi- 
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dend pay-out is not a factor (and cannot 
be) in determining per share earnings 
but it is an important factor in determin- 
ing price-earnings ratio. 


price-earnings ratio (accord- 
ing to C. A. Turner’s statistical 
table for December, 1960, from which 
the figures used in the survey were de- 
rived) averaged nearly 18 times for the 
115 electric utilities included in the 
table, while for the same period average 
dividend pay-out of such companies was 
in the vicinity of 70 per cent. 

On this basis, if we assume an electric 
utility with $1 per share of earnings for 
its common stock, selling at 18 times such 
earnings, or at $18 per share and with a 
dividend pay-out of 70 per cent of earn- 
ings or 70 cents per share, a rise in such 
pay-out to 75 per cent or 75 cents per 
share (an increase in the pay-out per- 
centage of about 7 per cent) might be 
expected to result in an increase of 
about 2 per cent in price-earnings ratio, 
which would thus be increased from 
18 times to 18.36 times. This would 
increase market values accordingly from 
$18 per share to $18.36 per share. Thus, 
a five-cent per share increase in annual 
per share dividends would bring about 
an indicated increase of 36 cents per share 
in assumed market value, or about seven 
times the dividend increase, if we give 
effect to the results of the survey. 


Many Things Affect Price-earnings 
Ratios 


ratios are, admittedly, 

the result of a veritable host of fac- 
tors, such as location and growth pros- 
pects of the properties, their size, capital 
structure of the company, aggressiveness 
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of its management, and rate climate, to 
name but a few. Among the important 
factors which contribute to determine 
price-earnings ratio is dividend pay-out 
policy. This is why price-earnings ratio 
rather than market value is the item most 
properly related to dividend pay-out. 
Following an increase in dividends and 
consequent increase in market value, such 
value might actually decline, due to ad- 
verse changes in the trend of per share 
earnings, but, despite this, price-earnings 
ratio might well remain the same, with 
the public still paying the same price for 
each dollar of earnings, but with market 
value reduced because the dollars of earn- 
ings had dwindled. 

So, from the foregoing overall survey 
of electric utilities, it would appear that 
about 30 per cent of the increase in divi- 
dend pay-out might be expected as a 
fairly normal average to be carried over 
to increase price-earnings ratios. 


Variance with Kind of Utility 


UT may not the impact of dividend 
pay-out vary considerably with the 
size and standing of utilities? The fore- 
going compilations are on an industry- 
wide basis for electric utilities. As a fur- 
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ther test of the subject the three basic 
groups were each subdivided into three 
subgroups, as follows: Subgroup (A) 
comprised those companies with more 
than $60 million of gross annual operat- 
ing revenues; Subgroup (B), companies 
with annual gross revenues from $25 mil- 
lion through $60 million; and Subgroup 
(C) included those companies with rev- 
enues below the $25 million mark. Coin- 
cidentally, the three subgroups each com- 
prise about the same number of electric 
utilities, 

As a result of this test check it was 
found that there is a considerable varia- 
tion in the impact of dividend pay-out on 
price-earnings ratios according to the 
size and standing of the companies in- 
volved. Whereas the overall trend indi- 
cated above was followed as regards Sub- 
groups (B) and (C), this trend was not 
applicable with respect to Subgroup (A) 
—the subgroup of companies with rev- 
enues over $60 million and therefore 
comprising the largest and best known 
electric utilities in the nation. 


_ tabulations on page 149 show the 

same information given above for 
the overall electric utility industry, broken 
down to reflect each of the three sub- 
groups named above. 

It will be observed from these tabu- 
lations that in Subgroup (C) (small- 
sized electric utilities), an average in- 
crease of 23 per cent in dividend pay-out 
in Group 2 over Group 3 results in a 9 
per cent increase in Group (2) over 
Group (3) with respect to price-earnings 
ratio. Also, that in the same subgroup, 
an increase of 154 per cent in dividend 
pay-out for Group (1) over Group (2) 
brings about a similar 9 per cent increase 
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in price-earnings ratio for the same two 
groups. 

In Subgroup (B) (comprising the me- 
dium-sized companies), higher dividend 
pay-outs in Groups (1) and (2), respec- 
tively, as compared with Groups (2) and 
(3) result in average increases of 64 per 
cent as to price-earnings ratio for the two 
comparisons made as to this subgroup. 
The increase in price-earnings ratios in 
the higher dividend brackets for these two 
subgroups, therefore, works out to an 
average of nearly 8 per cent, which com- 
pares with an average for these two 
group comparisons of 44 per cent with 
respect to the survey of the overall elec- 
tric utility industry. 


pattern of consistent increases 

both in dividend pay-out and price 
earnings ratio is broken, however, by Sub- 
group (A) results, where the tabu- 
lation shows that despite considerable 
percentage increases in dividend pay-out 
as between the various groups, the price- 
earnings ratios thereof are practically the 
same. Group (2) shows a 2 per cent in- 
crease over Group (3), but Group (1) 
indicates a 1 per cent decline from Group 
(2). It is apparent from the foregoing 
that the relation of higher dividend pay- 
out to higher price-earnings ratios ap 
plies principally to the medium- and 
smaller-sized electric utilities, in this case 
those with less than $60 million of annual 
gross revenues. This comprises 72 of the 
total of 115 companies dealt with in the 
survey. 

This change in pattern with respect to 
large companies is not unreasonable in 
view of the fact that other factors, such 
as size and better acquaintanceship with 
the public, would tend to make the larger 
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Suscroup (C) (36 CoMPANIES) 
Group (1) (9 Companies) 


Average Percentage Per Cent Increase in Average Price- Per Cent Increase 
of Dividend Pay-out Percentage of Dividend earnings Ratio in Price-earnings 
Pay-out Group (1) Ratio Group (1) 

over Group (2) over Group (2) 


15.5 18.4 9 
Group (2) (19 Companies) 


Per Cent Increase in Per Cent Increase 
Percentage of Dividend in Price-earnings 
Pay-out Group (2) Ratio Group (2) 
over Group (2) over Group (3) 
wel 23 16.9 9 
Group (3) (8 Companies) 
155 


Suscroup (B) (36 CoMPANIES) 
Group (1) (8 Companies) 


Average Percentage Per Cent Increase tn Average Price- Per Cent Increase 
Dividend Pay-out Percentage Dividend earnings Ratio in Average Price- 
Pay-out over Group (2) earnings Ratio 
over Group (2) 
81.5 16.4 19.00 10 


Group (2) (17 Companies) 


Per Cent Increase in Per Cent Increase 

Percentage Dividend in Average Price- 
Pay-out over Group (3) earnings Ratio 
over Group (3) 


13.0 17.3 3 
Group (3) (11 Companies) 
16.9 


Suscroup (A) (43 CoMPANIES) 
Group (1) (10 Companies) 


Per Cent Increase in Per Cent Increase 
Percentage Dividend (or ( ) Decrease) 
Pay-out over Group (2) tn Average Price- 
earnings Ratio 
over Group (2) \ 
80.4 15 18 (1) 
Group (2) (20 Companies) 

Per Cent Increase in Per Cent Increase 
Percentage of Dividend ta Price-earnings 
Pay-out over Group (3) Ratio over 

Group (3) 
17 18.2 2 
Group (3) (13 Companies) 


17.9 
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and (in most cases) older companies, 
more popular with the investing public 
than the smaller and less known situa- 
tions without a long history of dividend 
payments. This popularity would tend to 
create price-earnings ratios at relatively 
high levels regardless of dividend pay-out. 
It is, therefore, indicated by the survey 
that dividend pay-out becomes a factor 
of dwindling importance in determining 
price-earnings ratios with progressive in- 
crease in size and age of electric utility 
companies. 


[ Subgroup (A) (the large com- 

panies) is eliminated from the com- 
putation, we find that the average increase 
in price-earnings ratio of about 8 per 
cent registered with respect to Subgroups 
(B) and (C) combined, compares with 
an average increase in dividend pay-out 
of about 17 per cent for the same two 
subgroups. In these categories of medium 
and smaller companies it is therefore indi- 
cated that each 1 per cent increase in 
dividend pay-out percentage results in 
an increase of 0.45 per cent in price-earn- 
ings ratio. This compares with an increase 
of a little below 0.3 per cent in the latter 
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item for each 1 per cent increase in the 
former with respect to the same relations 
applied to the overall average of 115 
electric utility operating companies in- 
cluded in the computations. 


IX Subgroup (A), two companies were 
eliminated from the survey, both as to 
that subgroup alone and for the overall 
results appertaining to the entire electric 
utility industry. These two companies 
are exceptional growth situations, with 
dividend pay-outs phenomenally low and 
price-earnings ratios unusually high. It 
seems probable that the dividend pay- 
out has been kept low deliberately to make 
the stocks more appealing to those desir- 
ing to invest in growth situations and hav- 
ing high income tax brackets, where the 
desire is for price appreciation and not 
for income, on which extremely high tax 
rates must be paid. Whether these com- 
panies would sell at higher price-earnings 
ratios if their dividend pay-outs were in- 
creased is problematical, but because of 
their special characteristics it seems 
proper to eliminate them from the aver- 
ages for the purpose of the survey. 
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Trend Suggested by Survey 
6 iw trend of the survey seems to indi- 

cate that higher dividend pay-out is 
usually accompanied by higher price- 
earnings ratios, and, accordingly, by 
higher market prices, except in cases of 
extremely large utilities, where other fac- 
tors overshadow the importance of divi- 
dend pay-out policy. Even in the group 
of companies with revenues above $60 
million a year, while the averages indi- 
cate dividend pay-out has little or no ef- 
fect on price-earnings ratios, it is prob- 
able that in the case of a considerable 
number of companies, high dividend pay- 
out is accompanied by high price-earn- 
ings ratios. The figures developed for 
the subgroups seem to indicate that, gen- 
erally speaking, the smaller and _ less 
known a utility may be, the greater im- 
pact dividend policy is likely to have on 
its price-earnings ratio. 

It will be observed from the above 
tabulations that the greatest dividend im- 
pact is in the group of smallest com- 
panies (under $25 million annual rev- 
enue) and that on a broad, average basis, 


the impact of dividend pay-out grows 
progressively weaker as the size of the 
companies increases. 


Same Results May Occur in 
Other Utilities 

lg seems reasonable to assume that what 

is true of the electric utility industry 
should apply with generally equal force 
to dividend pay-out in the case of natural 
gas transmission and distribution com- 
panies, water companies, and telephone 
companies. 

It is well to recall that, assuming higher 
dividends can reasonably be expected to 
produce higher market value in a ma- 
jority of cases, the higher market levels 
so produced will not only benefit the 
holders of the stock directly, but will also 
benefit both the stockholders and the 
company itself by enabling the company 
to sell additional common stock, which 
may have to be distributed to finance ex- 
pansion, at a higher price, and, accord- 
ingly, with less dilution to the stockhold- 
ers and with lower money cost to the 
company. 


“~ must be alert to challenge the panacea of the ‘crash’ approach 
as a rationalization for colossal spending in the name of growth. 
"These are the illusions that—instead of advancing our economy—can 
slow down and ultimately destroy our capacity to build our economy well 
and securely. | suggest that our watchword be ‘Growth without Illusions.’ 
"The goal of growth must be more solidly grounded than on economic wish- 
fulness. We have a complex, delicately structured economic system, in which 
investment and productivity and monetary policy play key réles. We cer- 
tainly cannot take for granted the expectation that our economy has a 
built-in immunity to inflation. In the past ten years almost half of the free- 
world countries—29 out of 67—have had price increases of 50 per cent or 
more. Let's not buy another illusion—that it can't happen here... ." 
—MAURICE H. STANS, 


Former Director, Bureau of the Budget. 
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Iowa Power’s 
Franchise Victory 
in Des Moines 


By L. E. SLADE* 


VICE PRESIDENT AND TREASURER, IOWA POWER AND 
LIGHT COMPANY 


This is an interesting account of how an lowa 
utility carefully planned and executed a soft sell 
campaign to ensure a "yes" vote in a 25-year 
franchise election. The deft and thorough manner 
in which the job was handled is doubtless a reflec- 
tion of the skill acquired by this company in the 
more than 100 successful franchise elections it has 
Participated in during the past ten years. 


ANY utility companies are faced 
at various times with a difficult 
problem, resulting from the ex- 

piration of a franchise. 

We in Iowa, because all franchises in 
this state must be ratified in special bal- 
loting in the cities, have somewhat more 
experience with franchise elections than 
most. Our company, for example, has 
held more than 100 of them successfully 
in the past ten years. 

At the same time we all know elections 
can be and have been lost—and that the 
consequent costs of lost markets or going 
back to the electorate to try it all over 
once more can be extremely costly. 

Early this year we were advised to seek 
new 25-year franchises, the maximum un- 
der Iowa law, for our major market, Des 
Moines. We needed to update our fran- 

personal note, see “Pages with 
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chises there in advance of a new financ- 
ing program. 

This franchise election in a major city 
of a quarter of a million people, involv- 
ing both gas and electric service, was to 
us “the franchise election,’ regardless of 
our repeated successes in the past. 

What we learned in this big one about 
our own abilities and capabilities, plus 
some right things to do, we are happy to 
share with other utilities sure to face this 
ever-recurring task. 


ona this election was not a simple 

problem. In fact, one set of close 
advisers urged that we were making a 
mistake ever to seek the change. They 
said we were better off to live with the 
old franchises than to risk putting new 
ones before the electorate. Another advi- 
sory group urged a two-year delay while 
we “built image.” 
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We decided, however, that the rewards 
were greater than the dangers and went 
ahead, and as it turned out the dangers 
present, we are convinced, sharpened us 
for the job. Because of them we learned 
the lessons that can be of greatest value 
to others. 

We planned and did the job in detail 
and the follow through paid off. The mar- 
gin of victory was a resounding 11-to-1 
favorable vote ratio. The final tally was 
virtually identical on both gas and elec- 
tric, although a recent heavy gas rate in- 
crease was one of our knottiest problems. 


Our Plan of Strategy 


ow was it done? What did we learn? 
First, we took stock of our position. 
A gas rate increase of 23 per cent had 
become effective the winter before. We 
had had no help from the weather either. 
The heating season had been long and 
late in an unusually cold winter. We were 
still explaining the reasons for this into 
the summer months and we were not 
saved by our true explanations that the 
large increase was obtained only after 
the company had absorbed a whole series 
of pipeline rates without an increase in 
a number of previous years. 

This was a severe problem. The extent 
of it was reflected in surveys of customer 
opinion, where our gas division was rated 
as most “highly profit minded” among 
utilities studied in contrast to more favor- 
able and usual attitudes toward our elec- 
tric service. 

Another thing we had to consider was 
that our contact program with customers 
had not been too extensive. The great 
majority of them had their only direct 
person-to-person business with us in the 
payment of their monthly bills. 


At the same time another Des Moines 
utility—the transit company—was hav- 
ing its troubles. While these are being 
worked out by that company now, the 
spotlight on transit had resulted in new 
talk of municipal ownership. 

In addition, the history of special elec- 
tions in Des Moines has been stormy. 
There have been some stout election 
fights. Our Iowans seem to like political 
arguments. One problem was certainly 
to keep our election on the positive, non- 
controversial side. We would have to ex- 
plain our subject very carefully and thor- 
oughly to an electorate schooled to ask- 
ing, “Where’s the fight?” 

Our stock taking, therefore, told us 
that for this variety of reasons as stated 
we would need to proceed with extra care. 


Public Relations Help Enlisted 


N™ we sought strong outside pro- 
fessional counsel—people who had 
dealt for years with the problems of com- 
munications to the public in many fields, 
who knew organization and were experi- 
enced in the utility business. We chose 
Campbell-Mithun, Inc., a large midwest- 
ern advertising agency, to join us in our 
planning of the campaign. 

Finally, with Campbell-Mithun, we 
drew up a plan, setting up the objectives 
and strategy for follow through. This 
plan, incidentally, was completed on July 
26th and approved by our board of di- 
rectors on July 27th with the promise of 
N. Bernard Gussett, chairman of the 
board, that it would be carried through 
“within sixty days.” We made it, the 
election victory being achieved almost ex- 
actly sixty days later on September 26th. 

The plan was rather simple. Execution 
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of it sometimes was not, but we did carry 
through on the basis of the original 
strategic design. 


I’ essence this plan called for three 
phases of election campaign activity: 


1. Preliminary community contact 
and organization work. 


2. Two weeks of canvassing before 
election day. 


3. Election day follow through 


(September 26th). 


The key was strategy designed quietly 
to contact all interested groups, inform- 
ing them about the election in advance, 
keeping the subject noncontroversial. 
During this period the idea was to use 
the “soft sell” with no more than routine 
publicity. At the same time we would use 
the early weeks to build and perfect a 
campaign organization around _ the 
strength of the 1,080 Des Moines em- 
ployees of the company preparing the 
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teams of people that would finally be 
capable of pre-election canvassing and 
getting voters to the polls on election day. 


Organizing Our Work Force 


peed to the success of the campaign 

was organizing the total force of the 
employees and making it effective against 
the total community—a quarter of a mil- 
lion people with slightly more than 100,- 
000 registered voters. 

A. Paul Thompson, president, named 
a steering committee. This was a five-man 
group. I was the general chairman. The 
other members were executives of the 
company, plus the on-the-scene representa- 
tive of Campbell-Mithun. 

Employees were then organized in two 
sets of committees, first for preliminary 
contact of the community with a later 
shift to an organization covering the 73 
voting precincts of Des Moines. The shift 
was made for the canvassing phase, the 
final two weeks prior to election day. 

Worker pledge cards were used to en- 
roll employees and their wives as cam- 
paign volunteers. Pledge cards were also 
used to enlist the aid of supplier, related 
industry, stockholders, and retired em- 
ployee groups. Purpose of this was to 
build up a solid core of company friends 
while at the same time recruiting the 
workers required to canvass the city. 


Names of Voters Obtained 


N order to concentrate effort it was de- 

termined early that having the list of 
registered voters would step up the effi- 
ciency of voter contact, giving us specific 
people to call on rather than depending 
on a hit-or-miss, door-to-door effort. 

Microfilm processes were found to be 
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an efficient way of transcribing voter 
registration cards. These cards are public 
records and are available in rather cum- 
bersome books to remove from city hall. 
By using microfilm, however, we were 
able to secure the record. The city was 
grateful that we used this procedure. 

The efficient use of our employee or- 
ganization, augmented by additional 
volunteers, and the fact that we had 
specific names of voters on which to call 
enabled us to carry out on schedule a 
contact and canvassing program that 
reached 67 per cent of the eligible voters 
in the city. 

In our canvassing we were able to 
classify voters as to their favorable atti- 
tudes. It was these upon whom we con- 
centrated effort in getting voters to the 
polls on election day. 

We had the problem of a relatively 
favorable position with the public on elec- 
tricity with stronger negatives on gas due, 
of course, to the gas rate increase previ- 
ously described. 

In this situation we needed a favorable 
vote on both and had to carry on the 
campaign in such a way that we would 
finally inform our voters of the need for 
voting “Yes” on two proposals. 


7 problem, as it turned out, was 
successfully solved. In fact, we came 
out of the election with virtually identical 
votes and ratios on the two measures, 
actually a few more votes for gas. 

This was accomplished by following a 
careful procedure. Our campaign was 
built originally around electricity. We 
used an electric light bulb symbol in our 
promotion material, together with a posi- 
tive and noncontroversial theme idea, 
“Let’s Help Our City Grow.” 


IOWA POWER’S FRANCHISE VICTORY IN DES MOINES 


Then as the campaign developed, and 
we were able to keep controversy out of 
the proposals, we had a chance to make 
a switch in emphasis. This came about 
because we had a choice of which fran- 
chise ordinance would be placed first on 
the ballot. We chose gas and this de- 
cision accounted for the slightly higher 
vote for this franchise. 

Our theme and symbol were used from 
the outset of the campaign, of course, in 
letters, fact sheets, question-and-answer 
material, and other organization phase 
information. 

The same theme was continued in our 
later information, together with the em- 
phasis that two votes, one on each fran- 
chise, were necessary. 

Campaign material used in the late 
phases of the campaign included large 
and small “Vote Yes” lapel buttons, cam- 
paign brochures, and posters. 

The large “Vote Yes” buttons were 
worn for identity by our canvassers. 
Householders were told in advance that 
they would be called on by a letter sent 
to all customers just in advance of the 
start of the canvassing. This letter from 
the company president asked for favor- 
able consideration and voting action in a 
noncontroversial election. Enclosed with 
the letter was a campaign folder and a 
small “Vote Yes” button. 


Advertising Also Employed 


_ was held back until the 
final days of the campaign, being 
confined wherever practical, in fact, to 
the three days preceding the election. Two 
newspaper ads were used, one stressing 
the company position and the other a 
more detailed story of the reasons for a 
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favorable vote over the “signature” of 
1,080 Des Moines employees of Iowa 
Power and Light Company. 

Information used in the campaign 
stressed key contributions of the company 
and its employees to the growth of Des 
Moines. It gave facts on the expansion 
in service, the dollar cost of the construc- 
tion program in the city, the company’s 
role as an employer and as the city’s larg- 
est taxpayer. It stressed the fact that the 
company and its predecessors had been 
serving Des Moines for more than a 
century, some of its franchises dating 
back nearly that far. 

Publicity for the campaign was con- 
fined to careful reporting of facts, most 
of the news resulting from the various 
official acts necessary to the setting up of 
the plan for the election. This policy was 
aided by the fact that in Iowa franchise 
action is taken in a series of steps. The 
company first applies to the city council 
for franchise action. Then the council 
acts on the proposal in a series of “read- 
ings.” 

Each step was the occasion for further 
action. Each was also used by the com- 
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pany for the issuance of a careful state 
ment of the situation as it had developed 
to that point. Each statement was made 
by the company president addressing the 
council, with copies made available to the 
press. 


Soft Sell Used on “Press” 


a” its relations with the press the com- 
pany contacts stressed the business 
necessity for the action and that company 
officials were ready to answer any and 
all questions about the franchise pro 
posals. 

The result of this careful, soft sell ap- 
proach was gratifying in final editorial 
support. Editors were able to make their 
own appraisals of the situation. The gen- 
eral conclusion was that a “Yes” vote 
on the two franchise proposals “will help 
our city grow.” This in the above words 
was the exact conclusion, in fact, of the 
famed Des Moines Register and Tribune. 

In the meantime group and individual 
contact was gaining support and co- 
operation. Working favorably for the 
proposal was the League of Women 
Voters, chamber of commerce groups, 
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Des Moines Taxpayers’ Association, and 
many individual companies, which with 
letters to their employees gave informa- 
tion on the campaign and recommended 
favorable votes. Local 499, IBEW, 
worked actively for the proposal and the 
company had the support of organized 
labor. 

The payoff came in creating the back- 
ground of opportunity and organized 
company readiness to stage a final elec- 
tion day effort that delivered the following 
favorable vote by a margin of nearly 11 
to 1: 


Gas franchise Yes 15,586 
No 1,481 

Total 17,067 

Electric franchise Yes 15,577 
No 1,466 

Total 17,043 


i he victory for the franchises caused 
the Register and Tribune to editorial- 
ize following the election in these words 
as part of a lead editorial on the subject: 


The company deserves praise for the 
intensive campaign it waged to get Des 
Moines citizens informed about the is- 
sue and to get them to vote. The politi- 
cal parties could learn something from 
Iowa Power on this question of stirring 
up voter interest. It even microfilmed 
the records of all registered voters so 
that they could be contacted before the 
election. 

Company employees discussed the 
question at meetings of virtually every 
organization in town; customers got 
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company literature on time. There have 
been more “Yes” buttons, calling at- 
tention to the election, around town 
than all the combined buttons of politi- 
cal parties and candidates. 


The story of this victory, of course, 
contains much more detail than can be 
used here. We at Iowa Power have sam- 
ples of material, for instance, that we 
would gladly share on request with our 
fellow utility people. 


gpa we gained new experience 
and accomplishment in this task in 
Des Moines—“the franchise election” — 
for us. 

The victory helped us greatly. 

We are thoroughly updated as to our 
franchises for the next twenty-five years 
in our major market. 

The franchise ordinances as drawn 
were kept simple. They protect the city’s 
tax interest in the success of the com- 
pany in Des Moines while placing a rea- 
sonable limit on those taxes. 

They have paved the way for new 
financing. 

Above all, perhaps, are the rewards 
due to the job done by employees. They 
have better prepared themselves and the 
company for a brighter future of accom- 
plishment. They have gained for them- 
selves and the company new public stature 
as the result of active new contact with 
thousands of our customers, and new 
ability as a group to sell constructive, 
positive ideas of service to Des Moines 
and all our area communities. 
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Accounting 


for Gas Line Expansion Project! 


By PAUL G. LaGRONE* 


Plenty of hard thinking goes into planning a pipeline expansion. And account- 
ing techniques play a major part. Costs must be assembled; analyzed; pro- 


jected in terms of budgets and procedures. Here is an illuminating report 
of accounting's réle—from the time early studies are made to when a project 
is shown economically feasible, and from the time a certificate of convenience 


The Position of the Accountant 


HE accounting needs for a proposed 
pipeline expansion prior to the time 
the project is presented to the Fed- 
eral Power Commission are to a large ex- 
tent the direct concern of departments 
other than the regular accounting staff. 
Mutual co-operation among all depart- 
ments is essential. The information gath- 
ered by the company departments is made 


1 The preponderance of information in this paper 
has been obtained through interview. 

*Staff member, Arthur Andersen & Co. St. 
Louis, Missouri. For additional personal note, see 
“Pages with the Editors.” 
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is granted until it is recorded in the plant account records. 


available to the accounting department, 
which must assume responsibility for the 
entire project and particularly for the de- 
cision whether or not the enterprise will 
likely be profitable to the company. 

The findings and calculations arrived 
at by the accountants charged with the 
responsibility for justifying a proposed 
pipeline expansion are embodied in pro 
forma statements which are sent to the 
Federal Power Commission. The pro 
forma statements include the following: 
(1) the total revenues expected; (2) the 
total operating expenses; (3) the cost 
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of services; and (4) the cash statements. 
Before it grants final approval, however, 
the commission customarily examines the 
data submitted and hears detailed ex- 
planations from company personnel. 


‘i application for such a project 
also includes estimates of the total 


revenue to be derived as determined from 
the current price of natural gas and the 
volume that the company expects to sell. 
Estimated expenses are likewise shown. 
The total revenue may be shown as one 
figure on the statement presented to the 
commission, but to arrive at that figure 
it is necessary to estimate the price and 
volume of gas to be sold both to domestic 
and industrial consumers, the figures for 
the latter depending on the price of coal 
and oil. The commission further requires 
that this information be projected for 
three years into the future and include 
prospective increases in volume and price. 

In each pro forma income statement, 
the cost of gas purchased for resale is 
shown as a separate item. This cost is 
generally more than half the total op- 
erating expenses of a proposed expansion. 
In some cases operation and measurement 
expenses are classed together, and, in 
others, operation and maintenance are 
grouped together. 

One company found that in its an- 
nual operation, expenses for the pipeline 
amounted to 15 cents on the dollar in- 
vested in the line, and expenses for com- 
pressor stations amounted to 22 cents. 
General and administrative expenses 
amounted to 53 per cent of the total op- 
eration and maintenance. The same ex- 
penses for another company were only 
35 per cent. 


Depreciation on plant equipment is con- 
sidered to take place at an annual rate 
of approximately 34 per cent. If available, 
the companies, however, generally prefer 
to use defense plant amortization (that is, 
the privilege of depreciating their equip- 
ment over a period of sixty months) ; 
and they set up an account for deferred 
federal income tax to smooth out the 
income over the life of the line. The 
reason, of course, is obvious: The officials 
of the corporation are counting on a de- 
crease in corporate taxes, from which 
they would gain considerably in the long 
run. 

Furthermore, they accumulate work- 
ing capital at no added cost. 


Cost of Service 


6¢/ ost of service” must be included 

in the pro forma statement. The 
gas purchasing department furnishes the 
cost of gas, which is determined from 
contracts. Such items as operation and 
maintenance are usually based on experi- 
ence, and that part of engineering not 
capitalized is included in operation and 
maintenance. Perhaps the two most im- 
portant items under “cost of service” are 
transportation of the gas and operation. 
The total cost of transportation is based 
on experience with existing pipeline and 
compressor installations. The cost of op- 
eration is determined from two factors: 
One-half of the cost depends on the size 
of the line, and one-half depends on the 
length of the line. It is cheaper, incidental- 
ly, to “loop” new lines; that is, to run 
them parallel with existing lines so that 
wherever possible they will be on the 
same property as other company struc- 
tures. The total cost of operating the new 


FEBRUARY 2, 1961 


| 
| 
\ 
159 
| 


PUBLIC UTILITIES FORTNIGHTLY 


line is computed on a diameter and mile 
base from actual cost. 

The expense of the compressor sta- 
tion depends upon whether it is a recipro- 
cating or centrifugal pumping station. 
The actual cost of operating stations 
with like horsepower may, of course, be 
determined on the basis of cost per horse- 
power. Sometimes the cost per unit of 
an established compressor station is ap- 
plied to the one of new design. 


Cash Statements 


I’ several communities petition the Fed- 
eral Power Commission for a trans- 
mission line to supply them with natural 
gas and the transmission company con- 
siders the proposals, the transmission com- 
pany must make economic studies to de- 
termine whether the project is feasible. 
Accordingly, the company makes cost 
studies, after which it may decide to un- 
dertake the financing of the project with 
its own funds. The question arises as 
to how it knows that the funds are avail- 
able for this particular project. This in- 
formation is furnished by the accounting 
and engineering departments, which pre- 
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sent cash statements showing how the 
funds have been generated within the 
company. These statements are of partic- 
ular significance in the matter of deter- 
mining whether the company can make 
the expansion with its own funds or will 
have to raise them from other sources. 

Some companies use the cash flow 
statement for operations and construction, 
rather than a formal budget. They be- 
lieve that a cash flow statement which 
projects the requirements for cash ahead 
for two or three years is much more val- 
uable than a formal budget made at the 
beginning of the year and not considered 
during the year. The cash flow fore- 
cast is revised every thirty days for the 
succeeding month and indicates how the 
flow is to be spread over the entire year. 


Qvce emergencies as strikes in the steel 

mills occurring at the time an expan- 
sion program is timed may cause a 
transmission company to “shift” its cash 
to a future period when materials can 
be delivered. In order to anticipate such 
need for funds, company officials must 
have cash flow statements. Only in this 
way can they know at any time the 
probable requirements for funds. With- 
out the knowledge afforded by the cash 
flow statement, management may be 
forced to borrow funds prematurely, 
thereby increasing the cost of the proj- 
ect by the amount of interest on such 
funds. 

The cash flow statement is valuable in 
still another connection. Engineers can 
make a new estimate of the cost of the 
project when it is half completed, taking 
into consideration any additional expenses 
that they have encountered. If, on the 
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other hand, they find that the cost is 
running a million or two under the origi- 
nal estimate, they can reduce the cash 
needed for construction by the amount 
and sometimes save considerable interest 
on loans. 


Cost and Planning 


I view of possible future growth and 
normal fluctuations, designers of pipe- 
lines provide the most flexible arrange- 
ment of cost possible consistent with the 
economy. Depending on circumstances, 
one size of pipe and amount of horse- 
power may entail excessive financial risk, 
whereas another size and amount may be 
perfectly feasible. An increase in capacity 
may be provided by one or more of the 
following three methods: by adding units 
to existing compressor stations, by in- 
stalling intermediate pumping stations, 
and by looping; that is, by adding an ad- 
ditional line parallel to the existing line 
and providing cross connections. 

The selection of a method of expansion 
involves detailed economic studies of each 
alternative to determine initial and future 
costs, reliability, and flexibility of opera- 
tions. 


The Main Problems of a 
New Line 


| pe the proposed line, officials of the 

company usually stipulate certain con- 
ditions which normally include the volume 
of gas to be transported and the points 
of origin and termination. Bearing these 
stipulations in mind, the estimators con- 
sider the cheapest and easiest route to 
follow. It is obvious, of course, that a 
line would not be placed down through 
a swamp if a closely adjacent route 


would afford better terrain. Factors other 
than terrain also influence the route; of- 
ficials may, for example, want to pass 
near a prospective supply of gas to re- 
duce later cost of transmission. 

Pipelines have certain control points 
which may be interpreted in terms of 
money. A crossing of the Mississippi 
river may cost millions of dollars; for 
example, the Tennessee Gas Transmission 
Company’s bridge at Greenville, Missis- 
sippi, cost $4 million. In all cases, of 
course, lines must be routed to take ad- 
vantage of the few places where the 
Mississippi river can be crossed. 


een control point for the pipelines 

is the crossing of property near 
cities. Since the building code for pipe- 
lines requires that the greater the pop- 
ulation of the area through which the 
line goes the thicker the line must be, 
a line near a city may cost twice as much 
as the same size line in unpopulated areas. 
Any line near a city also has high cost 
for a right of way and for such special 
construction as ditching through streets. 
Transmission companies which sell to re- 
sale purchasers, therefore, find it much 
to their advantage to run lines as far 
away from populated areas as possible, es- 
pecially since in case of breaks in the 
line, damage and injury are minimized. 
These facts considered, the route is de- 
determined otherwise according to eco- 
nomic considerations, just as are other 
phases of the new line. 

The accountant plays an important 
part in the many problems facing a com- 
pany contemplating expansion involving 
huge outlays of money. One company 
whose experience illustrates these prob- 
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lems may be referred to; namely, South- 
ern Natural. 


UTHERN’S study was aimed at dis- 

covering the most economical man- 
ner in which the Gwinville-Elmore line* 
might be increased in capacity. Computa- 
tions with varying loads up to 280 mil- 
lion cubic feet per day were considered 
for the following plans: 


1. Adding loops of the same size to 
the 18 x 5/16 line. 

2. Installing a single mid-point com- 
pressor station between the two termi- 
nals and subsequently adding loops as 
needed. 

3. Installing two compressor stations 
at points trisecting the line between 
the two terminals. 


Pressure in an operating line, of course, 
decreases from the point it leaves one 
compressor station until it is picked up at 
another. In this particular line, the pres- 
sure starts at 1,200 pounds per square 
inch; as the natural gas moves along, its 


2 Gwinville, Mississippi, to Elmore, Alabama. 
FEBRUARY 2, 1961 


pressure decreases until the compression 
ratio is approximately 1.4 (850 pounds), 
which is considered to be the most eco- 
nomical operating ratio. At this point a 
compressor picks up the gas and returns 
its pressure to 1,200 pounds per square 
inch. 


N a study to determine the economics 
of increased capacity between Gwin- 
ville, Mississippi, and the Elmore station 
(which was plotted from cost studies), 
the cost for investment in new facilities 
for a single line without loops was found 
to decrease as volume increases. The de- 
crease in total investment continued to a 
point where the volume of gas is flowing 
at the rate of 155 Mcf per day. It is at this 
point that moving the desired volume of 
gas becomes a problem, for this is the 
maximum volume that can be moved 
through the line with the original pres- 
sure. The problem is one of compression 
economics rather than pipeline economics. 
This raises the question as to why the 
single line without loops, which shows a 
decreasing cost, does not continue de- 
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livering gas at decreasing pressure. The 
reason, of course, is that the best operat- 
ing pressure ratio is between 1.3 and 1.8; 
the compressors on this line are not de- 
signed to pick up the gas at very low 
pressures. 

In this study, the cost of the loop line 
was added to the original investment: 
The total investment per million cubic 
feet per day increases rapidly until the 
volume is increased from 155 Mcf per 
day to 220 Mcf per day, at which point it 
starts to decrease. It appears that the in- 
vestment would, with sufficient volume, 
decrease further, but it reaches its maxi- 
mum volume at 260 Mcf per day: It 
would at this point be necessary to add a 
compressor station. 


Sin next part of the study includes 
the investment in a single line with a 
mid-point station. The investment per 
Mcf a day would increase at Point A 
if the compressor station were added; but 
the increase in volume would cause the 
investment curve to decrease to Point B, 
where the total volume would be 210 
Mcf per day. Here the investment would 
be approximately $56,000 per Mcf, the 
lowest cost encountered for this volume. 

The problem of compression found at 
Point A, however, again comes up. As a 
result, a looping program would have to 
start at Point B in order to increase the 
capacity of the line to 280 Mcf per day. 
The total investment per Mcf per day is 
less than that of other alternatives. The 
cost of two stations trisecting the line is 
somewhat in excess of the cost of a sin- 
gle station on a looped line until capacities 
in excess of 227 Mcf are reached, at 
which time the plan for the two-station 
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single line becomes the most economical. 

The operating expenses of each of the 
three proposals react similarly to invest- 
ment: With added investment the an- 
nual expense per million cubic feet of gas 
increases, and the operating expense de- 
creases. The annual expense per million 
cubic feet is only slightly different for 
the two methods, being less than 50 
cents a million cubic feet per year. 


The Market Surveys: Prerequisition 
To Expansion 


oo in a 1926 market survey 

field men went into the prospective 
communities to determine how many cus- 
tomers would be available for each classi- 
fication and the volume of gas that each 
would probably use. In each town, for 
example, they canvassed possible domestic 
consumers and asked whether they would 
use natural gas if it were available. At 
the same time, they made estimates of 
the amount of gas it would take for 
heating, cooking, and hot water. Such 
a market survey included information re- 
garding the average heating temperature 
and the type of dwelling; that is, whether 
it was wood or stone, the number of win- 
dows and outside doors, and the degree 
of insulation. 

This type of survey is not generally 
used today. Instead, the number of meters 
already in a community and the amount 
of gas passing through them serve to 
establish a trend. Taken in conjunction 
with the population growth, the trend 
indicates the saturation point of a given 
area. Also available for such studies are 
the American Gas Association’s statistics 
on heating and cooking in the different 
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areas of the country. Such data and 
methods have proved reliable in the past; 
but if for any reason they should be re- 
garded as dubious, company officials can 
still send out market data information 
sheets, particularly to resale purchasers. 


iw many cases communities have peti- 
tioned the Federal Power Commission 
for a transmission line or have come to 
the company so that both could petition 
the commission. In each case, informa- 
tion concerning the needed amount of gas 
has been furnished by existing or pro- 
posed distributing companies. If the Fed- 
eral Power Commission issues a certifi- 
cate of convenience for increasing fa- 
cilities, it requires that the construction 
be carried out by a set time. In other 
cases, a company is forced to expand for 
reasons that point to the necessity in the 
future. 

As previously stated, many months of 
planning precede an expansion program. 
Company officials may require as many 
as ten or twelve planned cost studies be- 
fore determining which one will be used. 
Such factors as increased sales, reserves, 
and capacity of the mains are visualized 
much further ahead of operations than 
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is generally realized. Indeed, it is almost 
necessary to be in direct contact with an 
operating company to see how far-reach- 
ing the planning and statistical data may 
extend. 


Osama an original line, as pre- 
viously noted, has considerable more 
capacity than needed at the time it is 
placed in the ground. Responsible em- 
ployees can determine with fair accuracy 
the volume of natural gas that will be 
required three years ahead. Even so, 
shortsightedness exists. After projecting 
its needs ahead for three years and putting 
a project through several cost studies, 
one company found that it would almost 
certainly increase sales. The company’s 
project had been approved, but construc- 
tion had not yet begun. 

Nevertheless, no change was made in 
the diameter of the line to be constructed. 
As a result, the company lost the low cost 
of transportation that later would have 
been possible if a larger diameter line 
had been used. Nor did it have avail- 
able the volume of gas it could dispose 
of, thereby losing also the entire income 
from the additional gas it could have 
sold. 


Proof of Feasibility 


IX an expansion program, an item of 

particular significance is the cost of 
carrying debt. Usually, plans call for a 
pipe of larger diameter than is currently 
needed. If current income can support 
the larger debt, the company later real- 
izes a larger amount of profit even though 
the volume of sales does not at the time 
justify the larger diameter. If, of course, 
the time anticipated for the large invest- 
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ment extends over a long period, the 
risk may be too great and thereby cause 
the company to reduce the size of the 
line and consequently the amount of debt 
required to support it. 

After determining the volume of gas 
to be supplied in an area, officials seek the 
answers to two questions: On what basis 
should the volume of gas be delivered? 
What is the best method to move the 
increased volume, by increasing com- 
pressor horsepower or by laying addition- 
al lines? 


7 company must answer these ques- 
tions before the commission will 
grant the required certificate of conven- 
ience that in effect recognizes that the 
proposed project is economically feasible. 
But other factors also determine the feasi- 
bility of a project. To begin with, both 
the current volume and the probable in- 
creases must be established. Then the 
company must show in detail each source 
of its gas supply, giving the locations 
and the total proved recoverable reserves 
of each well. If the transmission com- 
pany purchases its gas, such information 
must also be included, along with the 
total volume to be so received. 

Ordinarily, the project must be sup- 
ported by sufficient reserves to last ap- 
proximately twenty years, because bonds 
sold in the past have ordinarily covered 
that length of time. Some companies have 
not been adding reserves sufficiently fast 
to keep the proven reserves up to twenty 
years; if they should wish to finance 
with outside capital, however, they would 
have to find additional reserves. 


If it owns or leases reserves, the 
company must also furnish charts of new 
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sources of gas showing the contours of 


the gas sands as they exist in a particular 
field. Engineers drill wells at selected sites 
and test the sediments of different depths 
in order to fill in the contours of the 
field and indicate its size. 

The company must present such other 
information as the peak-day sales require- 
ment, annual volume of gas sales, and to- 
tal requirements of the new system, It 
must also show the location of both the 
present and proposed facilities. Further, 
it must present information detailing the 
flow of gas in volume to the point of de- 
livery, the cost of construction of the 
line, and whether the line is to take gas to 
final markets or run from new reserves 
to main points of distribution. 


The Size and Route of the Line 


r the early stages of planning, the 
costs of several transmission lines of 
different sizes are compared in relation 
to the volume of gas that they will carry. 
These cost comparisons are then projected 
for the several diameters at varying com- 
pression ratios. From these comparisons 
it is possible to determine not only the 
volume of gas that can be transported 
through each size, but also the cost of 
transporting it to its destination. It was 
found in one such study that the cost of 
carrying one million cubic feet of gas per 
day through different lines varied from 
slightly over nine cents per mile to ap- 
proximately 134 cents. As _ indicated 
earlier, cost of transmission decreases 
with increased diameter of line, increased 
volume, and increased load factor. 

The price of gas to the transmission 
company, incidentally, has steadily risen. 
As a result, the transmission company has 
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been squeezed; the selling price of gas to 
the resale purchaser and domestic con- 
sumer is controlled by the Federal Power 
Commission, and industrial sales have to 
compete with both oil and coal. The prob- 
lem would not arise, of course, if prices 
could be increased at the discretion of 
the company. Usually, however, the com- 
pany can absorb increased cost only by 
exercising sufficient foresight to lay lines 
larger than those currently needed, there- 
by reducing later transmission expense 
when volume increases. 


(ieee route that a pipeline takes may 

involve high or low initial cost. In 
one instance, a company planned a line 
for the shortest route from the source of 
new reserves of gas to a main distribu- 
tion point. The engineers, however, failed 
to take into consideration a body of water 
that turned out to be 60 feet deep. 

When this cost problem was brought 
to light, several alternatives had to be 
considered. Would it cost less to go 
around the lake? Should the projected 
line join that of another company? Or 
should the line be built around the deep 
water and join another line of a com- 
pany which was much farther away but 
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which was going to the same main dis- 
tribution point? 


A Typical Construction Budget 


N order that the estimated cost of the 

proposed expansion will be known, the 
engineering department prepares a de- 
tailed estimate of costs which is usually 
referred to as a “construction budget.” 
Detailed construction schedules reveal 
complete details of its component items. 

This budget serves not only as a state- 
ment of the construction requirements, 
but also as an important tool in the execu- 
tive control over capital expenditures. It 
is essentially, of course, an engineering 
report, and as such it assists the execu- 
tives in their judgment as to the ade- 
quacy of the construction program. It 
also aids the financial officers by indicat- 
ing the cash required for construction ex- 
penditures. 

A small expansion project undertaken 
by the Southern Natural Gas Company 
is typical. The costs were assembled in 
such a fashion that the entire collection 
could be used for budget purposes. The 
line totaled 28.5 miles, but costs were col- 
lected by “sections.” The estimated costs 
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for one such section—24 miles of 123- 
inch pipe—appear as a unit at cost per 
mile. Costs are assembled in a like man- 
ner where construction is proposed for 
large expansion projects. River crossings, 
which are the most difficult and expensive 
of construction jobs, differ only in that 
they are estimated in cost per foot rather 
than per mile. 


n Southern Natural’s budget, the land 

and land rights were separated from 
other factors. Particular attention, how- 
ever, had to be directed to the size of 
the unit cost. Costs were accumulated by 
rods for right of way and were constant 
in each of the three sections for right 
of way, indicating that this is probably 
the usual price the company pays. 

Costs for the pipeline (materials, in- 
stallation, and land and land rights) 
were accounted for by the foot and by 
the unit. Cost of material usually runs 
about 53 per cent of total installation 
cost. This does not hold true for all lines, 
since frequently such special materials 
as concrete coating are not necessary. 

In Southern Natural’s budget, over- 
head expenses were charged as one per 
cent of the total direct cost, perhaps an 
arbitrary amount, but one regularly used 
by Southern Natural. These figures 
change, of course, when the actual costs 
are accumulated and the correct time of 
construction (to reveal interest costs) 
is known. The company’s own engineers 
evidently constructed this addition, since 
no fees for engineers were entered in the 
estimated cost sheet. This cost was ap- 
parently entered under “overhead.” 


. I \HE estimated cost of the compression 
and measuring stations was detailed 
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just as the cost of the pipeline was. It 
included not only the cost of the com- 
pressors but also the cost of constructing 
office buildings and homes for personnel. 
The cost of materials amounted to 80 to 
90 per cent of the total. The estimated 
costs of construction for the three sec- 
tions of line and for the compressor units 
and two stations were summarized so 
that the cost of any part of all of the 
project was quickly available. 

Later, when Southern’s proposed proj- 
ect was completed and its actual cost 
known, the accounting department an- 
alyzed and compared actual and budgeted 
cost. If in any expansion the actual cost 
is exorbitant, executives of Southern 
Natural require explanation before they 
grant official approval to record addi- 
tional cost. Other recent studies of budget 
control of construction not only cover 
much the same ground as did that of 
Southern Natural, but also point up the 
necessity of properly detailed classifica- 
tion.* 


Some Interesting Findings 


r has been found that from 70 to 90 

per cent of the total investment of a 
transmission line is represented by cost 
of the pipe in the ground. Laying costs 
vary from $5 to $40 per foot, depending 
on cost of right of way and terrain. The 
material cost of the pipeline generally 
includes the pipe, mill inspection, freight, 
primer, enamel, wrapping, concrete coat- 
ing (where the pipe is to be in water), 
freight on protective coating, gate valves, 
gate boxes, special construction material 
(such as canal signs), cathodic protec- 


8“Public Utility Accounting,” by J. Rhoads Fos- 
ter and Bernard S. Rodey, Jr., pp. 147-149. 
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tion, pig traps, radiographic inspection, 
and overhead and interest during con- 
struction. 

Compressor station costs are not in- 
cluded with those of each section of pipe- 
line construction; rather, they appear in 
the plant account as part of the cost 
of the total property, being recorded in 
retirement units. The costs of compres- 
sor stations include the land and improve- 
ments on land, dwellings for employees, 
office buildings, compressor units and 
their foundations, piping, valves, and fit- 
tings. They further include housing for 
compressor, gas scrubbers complete, com- 
munications (FM radio and telephone), 
engineering, and, of course, overhead and 
interest during construction. 


woe company officials have evaluated 
the various cost studies of a project 
and approved one, it becomes necessary 
to establish construction standards and 
prepare detailed drawings and specifica- 
tions. This engineering work may be pre- 
pared by the company’s own engineers 
or by an outside firm on a contract basis. 

The proposed expansion has now pro- 
gressed to a point where it can be pre- 
sented to the Federal Power Commission 
for approval. It has yet to be financed.* 
The Federal Power Commission does not 
have control over the issuing of securities. 
This control falls under the jurisdiction 
of the Securities and Exchange Commis- 
sion. But the Federal Power Commission 
must know how financing is going to 
affect the capital structure, or it may de- 
cide, as it did in one case, that the debt 


4“Financing the Expansion Program of the Nat- 
ural Gas Transmission Industry,” by Paul G. La 
Grone, Pustic Utiuities FortNiGHTLY, October 13, 
1960, Vol. 66, No. 8, p. 535. 
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structure is top-heavy. On these grounds, 
the Federal Power Commission withheld 
a certificate of convenience until the com- 
pany changed its method of financing so 
that debt did not represent too large a 
part of total capital structure. 


Significance of Accounting in an 
Expansion Program 


Openeny of data for expansion of 
facilities may not appear to be an 
accounting function; however, the prob- 
lems of the engineer in estimating cost 
for such an expansion are to a large ex- 
tent cost accounting problems. Collecting 
cost data for a construction program 
varying from $3 to $100 million may 
certainly be classified as an accounting 
function, even though the data be assem- 
bled by engineers. The writer has, in fact, 
found that both the engineering depart- 
ment and the division of statistics assem- 
ble cost accounting data. 
Accounting in the transmission indus- 
try at the time of expansion includes not 
only normal accounting operation, but 
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also plant accounting, where significant 
changes are taking place. Accounting is 
vitally important throughout the life of 
an expansion project, from the early 
studies until the project is determined 
to be economically feasible, and from the 
time a certificate of convenience is granted 
until it is recorded in the plant account 
records. 


I" the past there has been some difficulty 
in getting both field and office person- 
nel to classify correctly the property that 
is being added to the plant account. This 
problem arose originally because the Fed- 
eral Power Commission specified only 
the following principal plant accounts for 
transmission companies : 


351 Land and Land Rights 
351.1 Land 
351.2 Land Rights 
352 Structures and Improvements 
352.1 Compressor Station Im- 
provements 
352.2 M and R Stations 
352.3 Other Structures 
353 Mains 
354 Compressor Station Equipment 
355 Other Transmission System 
Equipment 


Along with these accounts, the Federal 
Power Commission published lengthy in- 
structions for all transmission companies 
to define accounts for recording costs. 
Unfortunately, the instructions were 
vague and confusing. 


7 overcome the difficulties of classi- 

fication, some companies compiled a 
gas plant unit catalogue. Its purpose was 
to define specific properties, retirement 
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units, and operation and maintenance 
functions. It was also designed to fa- 
cilitate uniform reporting, acting as a 
guide for field and office employees. 
Finally, it was to act as a guide to 
general employees in order to achieve 
uniformity in accounting for construction 
estimates, retirement estimates, construc- 
tion authorization analyses, retirement au- 
thorization analyses, and plant ledgers. 

The plant unit catalogue lists the retire- 
ment units in such a manner that mistakes 
in classification are reduced. Even when 
such errors do occur, if the amount classi- 
fied incorrectly is not substantial, no great 
harm is done; the cost still appears in the 
total cost of the plant, which is the cri- 
terion for determining rates. By and 
large, however, the construction cost clas- 
sifications as set out by the companies 
have created the uniformity which the 
Federal Power Commission sought to 
establish. 


I an attempt to avoid undue refine- 

ment in accounting for addition and 
retirement, most companies consider all 
property as consisting of retirement units. 
The adoption of a list of retirement units, 
however, should not be construed to en- 
tail a corresponding classification of util- 
ity plant in the accounts. The retirement 
unit is used to distinguish between items 
replaced through the plant accounts and 
those replaced through maintenance and 
processing plant accounts. 

One large pipeline company, however, 
considers the cost of classifying plant into 
retirement units as unnecessary and costly. 
The officers reason that a great portion 
of the property will not, after all, be 
retired and therefore it is better to classify 
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retirement units as such at the time of 
retirement rather than at the time of con- 
struction. 


Retirement Units Superior 


7 writer believes that the use of 
retirement units offers clear ad- 
vantages over other systems. The unit 
catalogue now makes uniform classifica- 
tion relatively easy, and any item is readi- 
ly separable from the larger assembly of 
which it is a part. It is necessary, of 
course, to have authorizations for the 
installation and retirement of these units; 
but authorizations are not required for 
any other modifications of existing instal- 
lations unless substantial change takes 
place in relation to the retirement unit. 

In some companies investigated by the 
writer, cost classification, especially in 
connection with construction work orders, 
is designed so that proper cost can be ac- 
cumulated for permanent record; that is, 
classifications of cost are made at the 
time that estimates for the project are 
being assembled. Such a system provides 
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an accumulation of detailed costs for vari- 
ous types of jobs in a form that may be 
readily interpreted for future cost com- 
parison. 

It also simplifies accounting and 
provides understandable data to the con- 
struction worker, because all phases of 
each special work order appear separately. 


HE cost of materials can be taken 

from information supplied by the 
manufacturer of the material. The cost 
of installation may be estimated from the 
cost of current construction of other 
work in the industry and from the com- 
pany’s past experience. On most work or- 
ders the contractor records costs as they 
are incurred. 

If these are unavailable, the contractor 
simply records the physical equipment as 
installed, the invoices supplied to the com- 
pany by the manufacturer being recorded 
later as the actual cost. Installation is 
usually contracted at a fixed fee. The 
old cost-plus method of contracting, with 
its frequently prohibitive costs, has prac- 
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tically vanished since it is no longer neces- 
sary to entice contractors to perform a 
job. Even though the contractor classifies 
the cost of labor and material, a company 
accountant keeps watch on bills and 
payrolls, 

It may be justly said that the present 
method of accounting in the transmis- 
sion companies is a result of trial and 
error. They have at times gone from one 
extreme to the other; however, they seem 
at last to have achieved a method which 
is understandable to nearly everyone. 
Even so, the cost classification manual is 
always kept easily accessible for em- 
ployees. 


Authorizations 


¢¢ AuTHORIZzATIONS,” as used here, are 

assignments from management to 
perform particular jobs which entail ex- 
penditure of funds. The term is the basis 
for a special account in which actual ex- 
penditures are collected and reported in 
convenient form designed to accomplish 
a particular function, that of relating dol- 
lars to physical property and maintaining 
that relationship. When company officials 
receive a request for authority to make an 
expenditure they compare it with the 
budget to determine whether the latter 
includes this particular work. Ordinarily, 
an authorization represents a construc- 
tion unit that has been submitted to field 
inspection, analysis, and reporting, with 
respect both to construction details and 
costs. 


HE functional distinction between 
the authorization and the budget is 
significant, The proposed construction is, 
of course, tentatively approved at the 
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time the budget is prepared. Specific au- 
thorization, however, heads off interim 
circumstances that would tend to change 
the plans of management; that is, to make 
it undesirable to proceed at the time with 
the planned construction. 

The authorization, then, is used as an 
instrument in the exercise of budgetary 
control; it is the final go-ahead signal 
for any project. Together, authorization 
and budget provide control of construc- 
tion expenditures and the means for de- 
termining and recording individual addi- 
tions. 

When any construction is antici- 
pated, responsible officials must know its 
purpose and justification. In the case of 
Southern Natural, the last approval on 
an authorization is reserved to the presi- 
dent of the company. 


HIS system of authorization is also 
a requirement of the Federal Power 
Commission : 


Each natural gas company shall so 
keep its books of account, and all other 
books, records, and memoranda which 
support in any way the entries in such 
books of account, as to be able to fur- 
nish readily full information as to any 
item included in any account. Each 
entry shall be supported by such de- 
tailed information as will permit a 
ready identification, analysis, and veri- 
fication of all of the facts relevant 
thereto.5 


To diminish the amount of accounting 
that would be necessary for every small 
construction job, however, the commis- 


5 Federal Power Commission, Uniform System 
of Accounts, p. 6. 
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sion permits the use of “standing” or 
“annual” authorizations. Occasionally, 
this type of authorization is used by com- 
panies even on major construction proj- 
ects in order to accumulate total interest 
and overhead. At a later time, the figures 
are prorated to the different projects. 


enone aid company officials 

in comparing the construction budg- 
et and actual cost; that is, they furnish 
in convenient form the cost of specific 
construction work, including the details 
of cost components. Consequently, they 
reduce errors in making analysis of con- 
struction accounts. 

As the costs are accumulated, they are 
transferred to a cost ledger under the 
retirement unit of which they are a part. 
This transfer is followed by another, this 
time to the plant ledger. In the plant 
ledger the total cost of a project becomes 
a part of the net plant account, which 
is, to a large extent, the basis for deter- 
mining gas rates. Finally, all of the ac- 
cumulated costs of a project—including 
those for direct and indirect labor, con- 
tract work, materials and supplies, trans- 
portation expense, and overhead and in- 
terest during construction—are made into 
a cost statement. 
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Completion Reports 
a. the completion of construction, 

engineers prepare a report. It in- 
cludes any and all costs that have been 
necessary to carry out the project and a 
sketch of the project for examination, ap- 
proval, or disapproval by the division 
head in charge. He may, for example, 
find items that should not be included. 
In any case, he must go to the project 
itself in order to conduct an on-the-site 
inventory of the units installed. 

From the pipeline or compression divi- 
sion, as the case may be, the completion 
report passes to the accounting depart- 
ment, which checks the costs on the com- 
pletion report against the cost sheet in 
the cost ledger. The accounting depart- 
ment makes the actual certification as 
to the monetary value of the property 
and conveys this property once a year to 
the plant ledger. The accounting depart- 
ment also determines the amount of prop- 
erty which a company can pledge in rais- 
ing funds to finance a new addition, since 
property can be pledged only up to 60 
per cent of its monetary value. The ac- 
countant’s certification thus becomes a 
significant factor in the future soundness 
of the company. 


mi 
= 
7 
| 
| 
MY « 
— 
172 


ACCOUNTING FOR GAS LINE EXPANSION PROJECT 


Construction Accounting 


eae expansion may be undertaken 

in three ways. A transmission company 
may hire engineers to design and con- 
struct a proposed project. Or, a company 
many carry out the work itself, especially 
when the operation is not major. Finally, 
it may use its own engineers for overall 
planning and inspection, but hire contrac- 
tors for individual phases of the project. 

When in undertaking a major con- 
struction program a company hires an 
engineering firm to complete the entire 
project, the company naturally must ad- 
vance a working fund. The engineering 
firm may bill the company once a month 
for the appropriate portion of its fixed 
fee. 

The company, incidentally, need not 
wait for the construction firm to begin 
work before ordering materials. It should 
order them at least tentatively by the 
time the project is presented to the Fed- 
eral Power Commission. 

During the period of construction, the 
engineering firm can make out reim- 
bursement requests, which are charged 
to various authorizations as one amount. 
The authorizations remain open so that 
eventually the total cost for each retire- 
ment unit can be recorded. The construc- 
tion firm should also keep a “construction 
ledger,” in which are recorded all costs 
incident to the job as they actually arise. 
When the job is completed, outside ac- 


countants can then audit the entire record 
of cost of the project. Recorded cost 
must, of course, agree with the legitimate 
cost. 


HEN the natural gas company is en- 

gineering its own construction and 
hiring contractors to perform particular 
parts of the project, the contractors 
usually render a bill once a month. Ac- 
countants then estimate the portion of the 
project which has been completed, based 
on engineering reports, and accordingly 
reimburse the contractors. It is general 
practice, however, to withhold 10 per 
cent of the amount as a guaranty that 
the contract will be fulfilled according to 
agreement. All reimbursement requests 
are audited by both the accounting de- 
partment and the head of the department 
under which the construction is taking 
place. 

As a means of internal control, the 
company’s own engineers also check to 
determine whether the costs are actual. 

The heads of the compression and pipe- 
line departments ordinarily requisition 
materials. Before doing so, however, they 
require pertinent information both from 
the accounting department and the pur- 
chasing department. Eventually, the ma- 
terial itself arrives at the company ware- 
house, where the usual problem of 
keeping inventory is involved. From there 
the materials are charged out to the con- 
struction project. 


"IT is not consonant with the spirit of institutions of the American 
people that a demand should be made upon the public treasury 


for the solution of every difficulty." 
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—HERBERT HOOVER, 
Former President of the 


United States. 
FEBRUARY 2, 1961 
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Are the ICC’s Days 
Numbered? 


i ies EY used to joke about the late Frank- 
lin D. Roosevelt, saying that he solved 
an administrative difficulty by breaking 
it into pieces and then creating a new 
board to pick up the pieces. This some- 
what facetious reference was made dur- 
ing the recurrent organization difficulties 
of World War II days which finally led 
to the War Production Board. Time after 
time there would be a clash of policies, 
programs, or personalities at various levels 
of administration. But instead of declar- 
ing any clear-cut decision for the winner 
and firing the loser, the White House 
answer seemed to be the creation of a new 
board to take over top-level authority. 
Whether this strategy was successful 
may be a question of historical debate. 
The World War II civilian administration 
of the federal government was character- 
ized by a succession of board after board, 
piled on top of a previously crumbling 
tier of authority. It did have the effect of 
putting down open revolt, since there 
were no clear-cut winners or losers in any 
dispute. But whether it led to any clear- 
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cut, cohesive policy decisions was always 
disputed. 

The recent 900-page report handed to 
the Senate Interstate Commerce Com- 
mittee on overhauling the machinery of 
transportation regulation will probably 
be criticized in some quarters as repeating 
this formula of subordinating past mis- 
takes while at the same time imbedding 
them in the future administrative machin- 
ery of the federal government. 


fone is no question about this forth- 
right analysis of the shortcomings of 
our present regulatory setup for the trans- 
portation industries. The three-volume re- 
port, estimated to cost nearly a half-mil- 
lion dollars after two years’ effort of a 
special Senate task force, does not pull 
any punches about past failures. Nor is 
it any respecter of old age, considering 
the outright recommendation for the aboli- 
tion of the granddaddy of all federal 
regulatory commissions—the Interstate 
Commerce Commission, first created in 
1887. 

Few will argue with the conclusions of 
the Senate staff report concerning the 
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chaos which now exists throughout the 
transportation industry of the United 
States from the standpoint of regulatory 
policy. There is, for example, the anoma- 
lous situation which exists in the subsidy 
of local air-line passenger service by the 
Civil Aeronautics Board, youngest of the 
major federal regulatory commissions, 
while at the same time the oldest of the 
commissions—the ICC—is required to 
approve the abandonment and discontin- 
uance of nonsubsidized and unprofitable 
passenger service by railroad companies— 
often between the same cities served by 
the two different forms of transportation. 

There is the overlapping and duplica- 
tion of effort within Congress itself on 
transportation matters. A number of the 
so-called “splinter” duties are carried on 
contemporaneously and often independ- 
ently by different Senate and House com- 
mittees and subcommittees. The upshot of 
all this is the flat recommendation for the 
abolition—but in name only—of the ICC, 
the CAB, the Federal Maritime Board, 
plus some transportation responsibilities 
now scattered through various depart- 
ments of the administrative branch—such 
as the Bureau of Public Roads. Yet, these 
same powers would be gathered together 
and taken over by a new Federal Trans- 
portation Commission, which would merge 
the quasi-judicial and regulatory func- 
tions of the separate agencies. 


- addition, the report advocates the es- 
tablishment of a Department of Trans- 
portation which would assume the duties 
of the following groups: (1) the Federal 
Aviation Agency; (2) the Bureau of Pub- 
lic Roads; (3) the Maritime Administra- 
tion; (4) the St. Lawrence Seaway De- 
velopment Corporation; (5) the Panama 
Canal Company ; and (6) the Defense Air 
Transportation Administration. The post 
of Under Secretary of Commerce for 
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Transportaton would also be abolished 
and certain safety regulations now ad- 
ministered by the ICC would be trans- 
ferred to the new agency. 

Within the congressional branch the 
report also proposes the creation of a Joint 
Congressional Committee on Transporta- 
tion to take over the “splinter” duties now 
exercised by a number of Senate and 
House groups. It suggests that a Federal 
Transportation Act of 1961 should be en- 
acted which would remove the numerous 
“inconsistencies and ambiguities” which 
exist in the various separate laws which 
are now defining federal transportation 
regulation. Senator Magnuson (Demo- 
crat, Washington), chairman of the full 
committee, is expected to conduct hear- 
ings on the report in the near future. 


A New Octopus Commission? 


Sty Senate staff report is only a set 
of recommendations and does not 


have the endorsement of the committee. 
A real battle can be expected when the 
committee actually begins to consider 
some of the controversial suggestions con- 
tained in it. Of all the proposed reforms 
of government regulation, this is certain- 
ly the most detailed and far-reaching. Will 
this mean the end of the ICC? We had 
better wait and see. The strongly en- 
trenched ICC, soon approaching its 
seventy-fifth anniversary, has been com- 
pared with the U. S. Marine Corps. Sug- 
gestions to do away with both occur from 
time to time, yet they both endure. 

But will this consolidation of regulatory 
functions into a single octopus-type com- 
mission actually result in clearing away 
deadwood? Or will it simply imbed them 
more deeply into a new monolithic struc- 
ture? If the new federal transportation 
agencies will continue to have the same 
powers, or maybe even more far-reaching 
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powers, than the ICC and the CAB and 
the Maritime Board, will any clear-cut 
national transportation policy emerge? 
One thing that we have learned from the 
history of transportation regulation is 
that the government does not know how 
to run railroads or airlines or ships 
better than their respective corporate man- 
agements. One of the main troubles today 
is widely said to be too much back-seat 
driving on the part of government. 


5 sen report solves none of the basic 
questions, such as whether the airlines 
ever would have emerged as a strong in- 
dependent industry if they were controlled 
under the wing of the same regulatory 
agency charged with the responsibility of 
operating the railroads. Our policy in the 
past has been to promote competition and 
encourage all new forms of transportation. 
Maybe it was a wrong policy. Maybe there 
has been too much competition provoked, 
too much subsidy, too much interference 
with managerial operations and manage- 
rial discretion. But the latest report cer- 
tainly does not indicate that there will be 
any lessening of control and advice from 
Washington to the transportation indus- 
tries. If anything, there will be more. 

And we can just see in the future a top- 
heavy national federal transportation com- 
mission falling all over itself in a vast 
field occupied by three different forms of 
transportation industry, as well as the 
buses and trucks. Then, we can just see 
a future drive for reform through “re- 
organization” dividing the new octopus 
into industrial branches and divisions. 
And at that point we can just see some 
veteran Congressmen saying to them- 
selves, “This is where I came in.” 

There is also to be considered the ines- 
capable impact that any such drastic re- 
organization of transportation regulation 


FEBRUARY 2, 1961 


PUBLIC UTILITIES FORTNIGHTLY 


would have on other forms of commission 
regulation, at both the federal and state 
levels. It is interesting to note that while 
this Senate task force report proposed the 
amalgamation of three federal transporta- 
tion commissions into one, another recent 
report in the House of Representatives 
faces the completely opposite direction and 
proposes splitting the Federal Power 
Commission into two, or at least into two 
segments. This was the recently filed re- 
port of the House Legislative Oversight 
Subcommittee, following its two years of 
extensive investigations and hearings of 
all the federal regulatory commissions, 


| ewe other proposals it thought that 

the work of the Federal Power Com- 
mission ought to be broken down and de- 
partmentalized as between its duties with 
respect to gas companies as distinguished 
from its duties with respect to interstate 
electric company operations. The very 
name Federal Power Commission has 
become a paradox in view of the fact that 
by far most of the commission’s time and 
attention these days are given over to the 
regulation of natural gas operations. On 
a work load basis it would be more sen- 
sible to call it the Federal Gas Commis- 
sion. 


The Oversight Subcommittee Report 


MAJORITY of the now defunct Harris 

subcommittee called for a broad re- 
vision of laws governing the regulatory 
agencies. The Subcommittee on Legisla- 
tive Oversight, headed by Representative 
Harris (Democrat, Arkansas), filed its 
report early in January suggesting changes 
in the FPC, ICC, FCC, and the Federal 
Aviation Agency. Among the recommen- 
dations was a suggestion for legislation 
which would prohibit industry officials 
from making off-the-record contacts with 
FPC. 
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The special subcommittee also rec- 
ommended new guide lines to help the 
FCC in its granting of license renewals 
of radio and television stations, federal 
control and licensing of radio and televi- 
sion networks, and new standards for 
persons granted carrier licenses by the 
Interstate Commerce Commission. 

The subcommittee recommended the es- 
tablishment of a permanent subcommittee 
to keep constant watch over the regulatory 
agencies. This would seem to duplicate, if 
not eliminate, the parallel proposal of 
Landis that a White House “Overseer” 
should constantly check and co-ordinate 
the work of the regulatory agencies. It ap- 
pears unlikely that Congress would ap- 
prove both an executive and legislative co- 
ordinating authority to function independ- 
ently in the same field. 


HE chances are that if a choice has to 

be made, the doubt will be resolved 
in favor of reserving such control to Con- 
gress, rather than delegating it to the exec- 
utive branch. Both views could be com- 
promised in the form of some joint setup, 
but that has not yet been suggested. There 
is nothing to prevent the President, of 
course, from setting up a secretary within 
his own Office of the White House to 
“oversee” regulatory agencies. He would 
not necessarily need new or special legisla- 
tion for this, but the authority of such an 
“Overseer” in that case would be limited 
to an advisory capacity. 

Republican members of the Harris sub- 
committee (dissenting from the majority), 
accused Thomas G. Corcoran, former New 
Deal adviser, of being “one of Washing- 
ton’s best-known influence peddlers.” 
They said that the majority had gone out 
of its way to “whitewash” Corcoran. As 
to other charges, they said the subcommit- 
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tee’s staff report was “unfair, unjudicial, 
and beneath the dignity of a congressional 
committee” ; also, charges against the ICC 
and CAB were made without hearings. 


New Appointments 


ee Kennedy on January 
12th made a number of Interior De- 
partment appointments, in consultation 
with Secretary Stewart Udall: James K. 
Carr to be Under Secretary, replacing El- 
mer F. Bennett. Carr, forty-six, is chair- 
man of the California Water Commission 
and a professional civil engineer. Kenneth 
Holum to be Assistant Secretary for water 
and power, replacing Fred G. Aandahl. 
Holum, forty-five, Madison, South Da- 
kota, was a member of the South Dakota 
state legislature for two terms and is an 
official of a number of telephone and elec- 
tric power co-operatives. 

John A. Carver, Jr., will be Assistant 
Secretary for land resources. This is anew 
title and his post may combine the author- 
ity now vested in two assistant secretaries, 
Roger C. Ernst (public land management) 
and Royce A. Hardy (mineral resources). 
Carver, forty-two, a native of Idaho, has 
been administrative assistant to Senator 
Frank Church (Democrat, Idaho) since 
1957. He is a lawyer by profession. Floyd 
E. Dominy, to be retained as Commission- 
er of the Bureau of Reclamation, is a 51- 
year-old Nebraskan. Dominy has been in 
the bureau since 1946 and was appointed 
Commissioner in 1959 to cap a government 
career that began in 1938, Frank Barry 
to be solicitor, succeeding George W. Ab- 
bott. Barry, forty-seven, Tucson, Ari- 
zona, is a lawyer, a Navy veteran, and for- 
mer chairman of the Arizona Advisory 
Committee on Civil Rights. 
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AT&T Flat Rate Becomes 
Effective 
Federal Communications Com- 
mission has found a way to permit 
wide area telephone service (WATS) to 
go into effect with the tariffs suggested 
by the American Telephone and Tele- 
graph Company. The general plan of 
these tariffs was outlined in the last issue 
of the ForTNIGHTLY. 

In the order, handed down on January 
13th by the FCC, the commission, on its 
own motion, instituted an investigation 
into the lawfulness of regulations and 
charges proposed by AT&T for interstate 
flat rate long-distance telephone service 
but permitting the tariff schedules filed 
to become effective January 15th. 

This action permits the program to go 
into effect but leaves for a later solution 
the economic impact of the new system 
on the independent telephone companies. 
This economic question led to a filing by 
the United States Independent Telephone 
Association and the General Telephone 
system of petitions asking that the 
WATS tariffs be suspended. The inde- 
pendents, under the leadership of the 
USITA and General Telephone, have as- 
serted that the WATS service could work 
serious economic hardship unless the FCC 
provides more revenue protection on toll 


FEBRUARY 2, 1961 


Telephone and 
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divisions. The Bell system, however, has 
questioned the position of the USITA 
with the independent industry itself, as- 
serting that as many as 2,000 out of 3,500 
independent companies have indicated 
their willingness to go along with the 
WATS proposal. 


the FCC order hearings will be 
held later and the examiner was 
ordered to certify the record of the com- 
mission for decision without preparing 
either an initial decision or a recom- 
mended decision. USITA and General 
Telephone, despite the commission’s re- 
fusal to suspend the tariffs, are practical- 
ly assured that their complaints will be 
examined at a later date. 

Actually the independents do not ob- 
ject to the WATS system itself. The only 
real objection is based on the possible 
economic hardship that such a system 
might work on some of the independent 
companies. The conflicting opinions of 
AT&T and the independents would seem 
to be just a matter of looking at the same 
problem from two viewpoints and coming 
up with two varying answers. Neither 
group, however, is basically against a sys- 
tem which will provide improved service 
for the public. 

The commission’s decision in the mat- 
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ter was 4 to 3. Chairman Ford concurred 
in part and dissented in part. He issued 
a statement in which Commissioners 
Hyde and Bartley joined. Chairman 
Ford’s dissent should be of particular in- 
terest to the independents. He stated: 


I concur in the action taken by the 
commission except in so far as the or- 
der adopted herein fails to provide that 
pending hearing and decision upon the 
tariffs under investigation, the opera- 
tion of such tariffs be suspended for 
the statutory period of three months 
from the date of January 15, 1961, the 
date upon which those tariffs are sched- 
uled to become effective, pursuant to 
the statutory procedures set forth in 
§ 204 of the Communications Act of 
1934, as amended. 

The proposed new tariff represents a 
substantial change in the offering and 
pricing of interstate long-distance mes- 
sage telephone service. More important, 
however, the proposed tariff schedules 
present for ultimate determination a 
number of novel but basic questions 
going to the lawfulness of the tariff 
under §§ 201(b) and 202(a) of the act. 
Section 201(b) requires that all 
charges, classifications, regulations, and 
practices for and in connection with in- 
terstate communication services shall 
be just and reasonable. Section 202(c) 
prohibits unjust and unreasonable dis- 
criminations and undue and unreason- 
able preferences. 

Recognizing the existence of these 
substantial questions of lawfulness, the 
majority of the commission has voted 
to investigate the proposed tariff. These 
same questions, in my opinion, warrant, 
if not require, the commission to take 
whatever measures have been made 
available by the Communications Act 
to prevent the new tariff from becom- 
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ing effective until it has had an oppor- 
tunity to resolve such questions by the 
investigation which has been provided 
for. 


The commission action in this matter 
would seem to clear the way for the 
WATS system without denying the inde- 
pendents their opportunity to set their 
case before the FCC. 


FCC Chairman Named 


nee before his inauguration, Presi- 
dent-elect Kennedy named Newton 
N. Minow, Chicago attorney, as FCC 
chairman, The 34-year-old law partner of 
Adlai E. Stevenson will replace Chairman 
Ford, who will step down from the chair- 
manship but still remain on the commis- 
sion. Ford’s term does not expire until 
June 30, 1964. Minow has no extensive 
background in the regulatory field but has 
represented a producer of educational TV 
films. He also served as Stevenson’s ad- 
ministrative assistant when the latter was 
governor of Illinois. 

The new appointment gives the Demo- 
crats a 4-to-3 majority on the commis- 
sion, and automatically replaces a Repub- 
ican recess appointee, Charles H. King. 
Minow has indicated that the federal agen- 
cies “‘have got to move faster,” which may 
indicate that he anticipates streamlining 
FCC procedures. The President-elect is 
also expected to make early appointments 
of new chairmen to the CAB, FPC, FTC, 
ICC, SEC, and the National Labor Rela- 
tions Board. These appointments are not 
subject to Senate approval, unless they in- 
volve new commissioners as in the case 
of Minow. 

There are a number of other vacancies, 
of course, in addition to chairmen await- 
ing action by the new President. In the 
light of the Landis report, which blamed 
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a good many of the FCC ills on the “qual- 
ity of its top personnel,” there has been 
some speculation that the Kennedy ap- 
pointments will receive careful scrutiny by 
the Senate when the matter of approving 
them is taken up. 


AT&T Plans Pacific Cable 


7 American Telephone and Tele- 
graph Company has announced plans 
to lay a new telephone cable connecting 
San Francisco, Hawaii, Midway, and 
Tokyo. The actual part of the cable that 
will have to be laid will be between 
Hawaii and Tokyo. Cable facilities be- 
tween the mainland and Hawaii already 
are in use. 

The project is expected to cost some 
$80 million and would be completed in 
1964. At the present time negotiations be- 
tween AT&T and Japan’s International 
Telephone & Telegraph Corporation are 
under way. 

At the moment only eight circuits exist 
between the United States and Japan. 
Once the new cable is in use there will be 
120 circuits available. When this new 
cable facility is completed a good bit of 
the world will be in a position to com- 
municate to any other spot on earth by 
way of underseas cables rather than 
through radiotelephone circuits. 


FCC Authorizes Moon 


Bounce 

_ Nutley, New Jersey, laboratories 
of the International Telephone & 
Telegraph Corporation have been author- 
ized by the Federal Communications 
Commission to bounce signals off the 
moon as part of their space program. The 
FCC has allocated certain frequencies for 
experimental purposes for one year. 
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In authorizing the experiments the 
FCC stressed that ‘no determination has 
been made either nationally or inter- 
nationally as to what portion or portions 
of the radio spectrum ultimately may be- 
come available for use by operational 
space communications systems.” This 
points out the fact that the day will soon 
arrive when some sort of international 
regulation and allocation scheme will have 
to be worked out to cover the rapidly ex- 
panding space communications projects 
which various governments will initiate 
in the future. 


Bell Announces New Telpak 
Service 

HE American Telephone and Tele- 

graph Company on January 16th 
proposed a new service which would 
create broad “electronic highways” be- 
tween specified points, over which almost 
all types of communications could be 
transmitted. Called Telpak, the new Bell 
system interstate service is tailored to the 
needs of businesses and government 
agencies needing a large volume of point- 
to-point communication. 

Telpak provides communications chan- 
nels of various widths which can handle 
telephone calls, teletypewriter messages, 
control, signaling, facsimile, data, and 
other transmission. 

In a filing with the Federal Communi- 
cations Commission, AT&T said that four 
sizes of Telpak channels would be of- 
fered, ranging in capacity from the 
equivalent of 12 voice grade circuits to 
the equivalent of 240 voice grade circuits. 
Voice grade circuits are those over which 
telephone conversations are carried. 
Facilities at the ends of a channel would 
be provided so customers can use them 
for the specific types of communications. 
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Financial News 
and Comment 


By OWEN ELY 


Fortune Forecasts a 
$40 Billion Economic Upturn 
In the Next Eighteen Months 


pene in its January issue, makes 
a highly optimistic forecast for 1961- 
62. In the next eighteen months, its edi- 
tors conclude after a study of the statis- 
tical evidence, the gross national product 
will advance from $505 billion to $545 
billion and produce a sizable boom. This 
assumes that the 1960 “readjustment,” 
which was largely confined to reduction 
of inventories, is now about completed. 
Sales to ultimate consumers have been 
advancing steadily, and liquidation of 
inventories at the $4 billion rate in the 
December quarter should not continue 
much longer. 
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The Federal Reserve Index was 105 
in December and may not show much 
change either way over the next two or 
three months, but after that Fortune ex- 
pects it to gain about one per cent a 
month, reaching a level around 120 by 
the middle of 1962. 

The federal government began increas- 
ing its expenditures about a year ago and 
all government units (including state and 
local) are probably now spending about 
$10 billion more per annum than a year 
ago. This is expected to increase further 
as a result of the various expansion plans 
of the new administration, including in- 
creased defense outlays. 

The banking situation has been greatly 
improved, with bank reserves and the 
supply of money increasing. Increased 
plans for public construction are indi- 
cated by a significant rise in the sale of 
bond issues for public works. While con- 
struction plans by business itself have 
been declining, this trend is expected to 
reverse gradually as new orders and con- 
tracts improve, and spending for expan- 
sion should increase in the second half 
of 1961. 

In making their forecast, the Fortune 
editors point out that the year-to-year 
growth in GNP has continued. Since cap- 
ital outlays by business remain moderate, 
it should be using its plant and equipment 
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more fully in 1962 than at any time in 
seven years. This in turn should lead to 
an increase in plans for new construction, 
which will keep the economy expanding 
for at least another year—perhaps even 
bringing a “superboom in investment.” 

Unemployment should begin to decline 
during the spring months of 1961 and if 
productivity does not improve, the econ- 
omy could reach practically full employ- 
ment some time next year; if productiv- 
ity does improve there would be room 
for further growth. Home building starts 
already have turned the corner and 
should show a modest gain by next sum- 
mer and approach 1.4 million by 1962. 
The volume of consumer spending has 
increased a little over two per cent per 
annum in the past eighteen months but 
the rate of increase is expected to rise 
to 4 per cent. All in all, the evidence 
presented by Fortune seems convincing, 
and the recent action of the stock market 
is also encouraging. 


Why So Little Equity 
Financing in 1960? 


table on page 185, prepared by 
Ebasco Services Incorporated, pre- 
sents details of utility financing for 


1959-60. The total securities sold were 
$3,675 million, slightly lower than 1959’s 
$3,754 million. A percentage breakdown 
by industry groups for 1958-60 is as fol- 
lows: 

1960 1959 1958 


As the table indicates, almost all 
financing was to raise new money for 
construction or to repay bank loans—the 
amounts for refunding and divestment, 
which were substantial in some earlier 
years, were negligible in 1960. The break- 
down by kinds of security were as fol- 
lows: 

1960 1959 1958 


Long-term Debt 
Preferred Stock 
Stock 


HE fact that only 10 per cent of 

total financing represented the sale 
of common stock indicates that the 
equity ratio for the average utility prob- 
ably declined somewhat in 1960 despite 
the contribution to equity made by re- 
tained earnings, deferred taxes, etc. Since 
figures are not compiled showing the 


CURRENT YIELD YARDSTICKS 
(Standard & Poor’s Indexes) 


*Twelve industrial and two utility issues (high-grade). 


1960-61 Range 
High 
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Electric Companies ..... 49% 52% 48% 
ee Gas Companies ......... 24 29 27 

Telephone Companies .... 27 19 25 | 

< 

82% 20% 80% 
8 10 9 

Total 100% 100% 100% 

Jon. 11, 1959 Range 
1961 High Low 
Utility Bonds—Al+ 449% 4.72% 432% 4.71% 4.23% 

4.73 4.36 4.76 4.24 

4.86 4.49 4.94 444 

Preferred Stocks® 493 4.88 4.57 4.90 445 

Utility Common Stocks 3.59 4.11 3.59 4.13 3.71 

= Yield Spread: Al+ Bonds 
wie Exceeded Common Stocks .............. 0.90 0.61 0.73 058 052 
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TREND OF UTILITY STOCK GROUPS 


Year-End Prices 
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average equity ratio for all classes of 
utilities on a combined basis, it is hard 
to appraise the exact effect of the low 
equity financing. It will be noted that 
while the ratio was only 11 per cent in 
1958, it jumped to 20 per cent in 1959 
so as to average 15.5 per cent for the 
two years, and it is possible that 1961 
will make up for the low amount of 
financing in 1960; the offering of Amer- 
ican Telephone and Telegraph stock in 
February—which might approach $1 bil- 
lion in magnitude—will, of course, swell 
the year’s total considerably. 

So far as the electric utilities are con- 
cerned, equity financing was only 7 per 
cent of their total financing last year 
compared with 28 per cent in the pre- 
vious year so that the average for the 
two years would approximate 17.5 per 
cent. The contribution to equity made by 
retained earnings and deferred taxes was 
probably in the neighborhood of $550 
million in 1960 compared with $126 mil- 
lion equity financing, so that the effects 
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ELECTRIC AND GAS UTILITY SECURITY OFFERINGS IN DECEMBER 


of the small equity financing were not as 
bad as might be assumed. Up-to-date 
figures are not available but the equity 
ratio for all investor-owned electric util- 
ities has averaged around 37 per cent for 
some years on a weighted basis. 


HY was utility financing so low last 

year, while the market behavior of 
utility stocks was so good? The answer 
may be that utilities were irregular early 
last year when financing plans were being 
formulated, and of course the perform- 
ance of the stock market as a whole was 
rather discouraging until late in 1960. 
On the other hand, the atmosphere of the 
bond market improved. With the present 
extremely favorable action of utility 
stocks, it seems probable that plans for 
more equity financing in 1961 are being 
formulated. 

It is also interesting to note that sub- 
scription financing last year was a much 
smaller proportion of the total than in 
1959, although private sales held up 


Aver. Yield 
F 


or Success 
Under- Offer- Securities Of 
Amount writing ing Of Similar Moody Offer- 
Date (Mill.) Description Public Spread Yield Quality Rating ing 
Bonds and Debentures 
12/7 $35 Northern States Power Ist (sf.) 
.00 72C 5.00% 4.50% Aa a 
12/8 40 Potomac Elec. Power Ist 5s, 1995 . 100.83 .68C 4.95 4.50 Aa a 
12/8 9 Atlanta Gas Light Ist (s.f.) 5%, 
01.50 .97C 5.02 4.66 A b 
12/14 35 Consumers Power Ist (s.f.) 44, 
100.00 65C 4.63 4.37 Aaa 


Preferred Stocks 
12/14 25 Public Serv. E. & G. 5.28% Pfd.* . 

Common Stocks Offered to Public 
12/7 4 Iowa Power & 


* Nonrefundable for a period of years. a—It is reported that the issue was well received. b—It is re- 


102.00 185N 5.18 a 


37.50 1.05C 4.27 6.4% a 


ported that the issue was fairly well received. c—It is reported that the issue sold somewhat slowly. N— 


Negotiated. petitive. 
Source, Irving Trust Company 
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fairly well. Competitive bidding gained 
sharply at the expense of negotiated 
sales. 
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Electricity—the Glamour 
Industry 


i is an intriguing picture of the year 
2000 which the Edison Electric Insti- 
tute presents in its brochure “Power and 
Progress.” The consumer will truly be 
“king” in the days to come. Even the 
push button may be outmoded—electric 
devices or robots will carry out his wishes 
almost before he knows what he wants. 
Temperature and humidity will be con- 
trolled, and illumination can be adjusted 
to every mood or purpose, and to com- 
pensate for any degree of light from 
without. TV screens will be set into the 
walls of each room for entertainment, 
and will also provide pictures of persons 
using the phone. 

Vacuum cleaners will be atutomatic— 
giving the place a clean up whenever 
needed ; and the kitchen will also perform 
“on its own”—setting up a new menu 
and producing meals without guidance. 
Automobiles will follow electronic con- 
trols on high-speed throughways—the 
chauffeur can read a newspaper. Many 
factories will be fully automatic, run by 
electronic computers with taped instruc- 
tions. As to national defense, it is even 
suggested that the entire United States 
could be covered with an electronic can- 
opy which would prevent missiles and 
bombs from reaching their objectives. 

Abundant and cheap electricity will 
continue to be the key factor in pro- 
gress. By the year 2000 our national 
electric establishment (doubling every 
decade) may be about sixteen times as 
great as it is today. A good part of the 
generating system will be based on atomic 
energy, and fusion may also be harnessed 
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for commercial use by that time. Tur- 
bines and generators will probably have 
been largely superseded by new methods 
of converting heat (produced by chem- 
ical reaction or in atomic reactors and 
fusion devices) directly into electricity. 

Today nearly two million men and 
women are employed in the electric in- 
dustry itself, and in the manufacturing 
of electric equipment and appliances; and 
millions more are employed in electron- 
ics, radio, TV, motion pictures, and other 
industries based on electricity; chemicals 
and light metals are also largely depend- 
ent on its use. 

The U. S. now has eight times as much 
electric power capacity (985 watts per 
person) as the average for the rest of 
the world (120 watts). While the U. S. 
has only one-sixteenth of the world’s 
population, it has more than one-third 
of the power capacity—175 million kilo 
watts versus an estimated world total of 
500 million kilowatts. Our capacity com- 
pares with that of other leading countries 
as follows (in millions of kilowatts): 
Russia 59, Great Britain 34, West Ger- 
many 25, Canada 23, Japan 22. Since 
the end of World War II, U. S. capacity 
has nearly tripled, as follows: 


Millions of 

Kilowatts 
Jan.1, Jan.1, 

1946 1960 

Electric Power Company Plants 40 119 
Government-owned and Co-ops 10 38 

Industrial, Mine, and Railway 


— 79 per cent of our power needs 
in the United States are now gen- 
erated in steam plants, 20 per cent in 
hydro plants, and 1 per cent by internal 
combustion engines. The efficiency of 
hydro plants does not change much, but 
steam plants are now 13 times as efficient 
as they were in Edison’s day—and his 
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were twice as efficient as their prede- 
cessors. One pound of coal can now pro- 
duce as much electricity as a ton of water 
falling about one-third of a mile. 

Atomic power is being gradually de- 
veloped and in several years it may pro- 
duce one per cent of total output; use 
of the new type fuel (isotopes of 
uranium and other heavy metals) will 
increase world fuel reserves some twenty 
times. The fusion of hydrogen, if and 
when it is developed commercially, will 
add almost an unlimited reservoir of fuel 
—isotopes of hydrogen obtainable from 
the ocean. 

Some 132 electric power companies— 
perhaps 98 per cent of the industry in 
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FINANCIAL DATA ON GAS UTILITY STOCKS 


terms of revenues—are participating in 
one or more of the 26 atomic power 
projects, of which five are in operation, 
nine under construction or contract, and 
the remainder in the experimental or 
planning category. A small number of 
utilities, located in the South, are co- 
operating with General Dynamics to 
study the possibilities of fusion. Ten 
others are working with Avco Corpora- 
tion on the development of magnetohy- 
drodynamics (MHD). In this process, 
instead of passing a wire through a mag- 
netic field to produce electricity as with 
conventional generators, a stream of 
ionized gas is passed through the mag- 
netic field. 


Approx. 


Approx. 1/10/61 = Divi- Recent Per Cent Increase Price. Div. Common 
Rev. Price dend Approx. Share In Share Earn. Earn. Pay- Stock 
(Mill.) About Rate Yield Earns. Recent 5-yr. Avg. Ratio out Equity 

Pipeline and Integrated Companies 
$ 6 O Ala.-Tenn, Nat. Gas.... 23 $1.20 5.2% $1.55Se 5% 8% 148 77% 43% 
227 S American Nat. Gas ..... 84 3.00 3.6 4.90Se 12 7 1 or 4 
111 A Ark.-Louisiana Gas .... 36 100 28 1.65Se _— 50 218 64 40 
62 O Colo. Interstate Gas .... 41 125r 3.0 187Se NC 11 219° GF 2&6 
465 S Columbia Gas System... 24 110 46 1.50Se 15 6 160 73 44 
21 O Commonwealth N.G.... 25 110 44 1.76Je 12 6 1442 6 # 52 
324 S Consol. Nat. Gas ....... 53 230 4.3 3.45Se 12 3 154 67 58 
452 S El Paso Nat. Gas ...... 28 4.6 1.38De’59 3 11 203 94 
55 S Eguitable Gas .....<:.... 39 185 47 2.38Se D9 11 164 78 46 
© Houston N. 31 80 26 1.730c 43 20 179 21 
24 O Kansas Nebr. Nat. Gas. 25 119 48 1.86Se 14 6 13.4 64 36 
125 Bone 45 200 44 50Se 6 180 80 47 
88 S Miss. River Fuel ....... 35 160 46 2.19De’59 12 5 16.0 73 £50 
31 S Montana Dakota Util... 35 120 3.4 1.97Se 15 5 178 61 30 
29 S Mountain Fuel Supply .. 30 140 4.7 1.84Se 8 4 163 7 53 
94 S Nat. Fuel Gas ......... 25 120 48 1.79Se D6 6 140 67 ~ 82 
159 S Northern Nat. Gas ...... 31 140 45 2.21Se 20 7 140 63 32 
43 S Oklahoma Nat. Gas .... 33 140 42 2.06N 6 5 16.0 68 34 
137 S Panhandle East. P.L... 52 180 3.5 3.30De’59 18 9 158 55 38 
226 S Peoples G. L. & Coke... 67 2.60 3.9 4.38Se 17 8S 563 SS 4 
33 O Pioneer Natural Gas .... 25 88 3.5 1.40De’59 27 9 179 6 41 
122 S_ Southern Nat. Gas ...... 40 2.00 5.0 2.13Se 15 — 188 4% 3% 
46 O Southern Union Gas.... 28 1.12 4.0 1.50De’59 3 187 8 2 
463 S Tenn, Gas Trans. ...... 25 110 44 1.36N 26 17. 184 81 26 
296 O Texas East. Trans. ..... 32 140 44 2.52Se 28 4 iz? Sé 2 
116 S Texas Gas Trans, ..<... 37 150 4.1 2.58Se 14 4 143 S58 2: 
147, O Transcont. Gas P.L.... 23 100u 43 1.25Se 10 184 80 20 
354 S United Gas Corp. ...... 34. «150 2.09Se D12 2 i683 
Averages .......... 4.2% 12% 9% 167 69% 
Retail Distributors 
40 S Alabama Gas .......... 33 $160 48% $2.45Se 31% — 135 65% 33% 
68 O Atlanta Gas Light ...... 42 180 4.3 3.18N 56 9% 132 S57 44 
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inue rice len Ox. re n Share Earn. arn. 
(Cont ) Rate Ceri Earns. Recent 5-yr. Avg. Ratio 


Berkshire Gas 121Au D7 
Bridgeport Gas 
Brockton-Taunton Gas .. 
Brooklyn Union Gas .... 
Central Elec. & Gas .... 
Cent. Indiana Gas 
Chattanooga Gas 
Elizabethtown Gas 

Gas Service 

Hartford Gas 

Haverhill Gas 

Indiana Gas & Water . 
Laclede Gas 

Louisiana Gas Service .. 
Mich, Gas Utils. ....... 
Minneapolis Gas 

Miss. Valley Gas 
Mobile Gas Service 

New Haven Gas 

New Jersey Nat. Gas .. 
Nor. Illinois Gas 

North Penn Gas 
Northwest Nat. Gas .... 
Pacific Lighting - 
Piedmont Nat. Gas 
Portland Gas Lt. ....... 
Providence Gas 

Rio Grande Valley Gas . 
So. Atlantic Gas 

So. Jersey Gas 

United Gas Impr. ...... 
Wash. Gas Light 
Wash. Nat. Gas 
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FINANCIAL DATA ON TELEPHONE, WATER, AND TRANSIT STOCKS 


Approx. 

1/10/61 Divi- Recent Per Cent Increase Price- Div. Common 
Price dend Approx. Share In Share Earn. Earn. Pay- Stock 
About Rate teld Earns. Recent 5-yr. Avg. Ratio out Equity 


Communications 
American T. & T, (Cons.) 105 7% 4% 419.0 
Bell Tel. of Canada .... 49 20.5 
Cin. & Sub. Bell Tel. .. 97 Z 
Mountain States T. & T. 25 
41 : 6 7 

1.45N 1 6 
2.51De’59 D3 > 


Independents 

Anglo-Canadian Tel. .... 45 

British Gol. Tel, 47 

Inter. Tel. 15 

Calif. Water & Tel. .... 31 
24 
22 


$3.47Je 
2.84Se 8 
51Se D45 
1.93Se D3 
1.59Se 
1.47De’59 9 
1.32De’59 32 
$1.07Se D3 


Commonwealth Tel. .... 
Tel. 
General Tel. & Elec. .... 
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‘ 
Abpros. 
ev. Pay- Stock 
(Mill) out Equity 
3 15.7 83 42 
7 147 80 48 
eS 6 164 82 41 
89 *176 68 42 
45 149 62 18 
14 200 8% 58 
7 114 68 54 
ae 16 13.2 52 79 
ae 77 14.1 64 35 
9 152 58 51 
ee 3 15.5 88 53 
21 155 62 46 
62 168 68 38 
ge 7 140 53 37 
53 15.8 74 43 
ie 18 124 62 37 
6 17.3 79 38 
1 ee 8 120 62 68 
18 *11 *183 59 34 
ee 105 14 213 59 42 
11 7 102 55 65 
20 *11 *15.2 53 36 
12 = 
2 
5 11 5 181 97 48 
[ 4 7 167 53 46 
5 - 72 
16 13 194 76 S51 
36 10 133 60 49 
: 63 3 136 60 39 
ee 18 20 172 64 38 
ee 11 Western Ky. Gas ...... 14 80x 1.45Se 17 Ib 131 55 % 
Approx. 
$6,771 S 65% 64% 
377 A 92 62 
51 O 81 77 
288 A 68 
380 A 
1,040 S 79 
128 O 88 65 
Averages .......... 4.1% 7% 4% 192 78% 
7 7% 21% 13.0 35% 44% 
ee 4 7 NC 300 137 24 
7 = 25 5 161 70 36 
22 - £2 
eee 5 i 8 150 61 35 
5 4 197 76 40 
oe 1,081 10 4262 71 4 
= 
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(Mil.) (Continued) About Rate Barus. Recent “yr. "AE. 
25 O Hawaiian Telephone .... 27 100 3.7 19 4 182 68 42 
8 O Inter-Mountain Tel. .... 17 80 47 .77De’59 D15 — 221 104 # 53 
9 A Puerto Rico Tel. ....... 51 1.80 3.5 1.93De’59 D1 — 25 93 42 
26 S Rochester Tel. ......... 100 42 1.48Je D7 5 162 67 36 
12 O Southwestern St. Tel... 27 120 44 1.70Se 15 3 160 70 42 
13 O Tel. Service of Ohio .... 28 1.31Je 40 8 214 32 
42 O United Utilities ........ 46 1.45 3.2 1.95De’59 19 14 23.6 74 39 
19 O West Coast Tel. ........ 29 120 41 1.94De’59 10 5 1449 62 37 
276 S Western Union ......... 45 140 3.1 2.59De’59 31 1 174 54 8&7 
3.7% 7% 7% 193 70% 
Water Companies 
Holding Companies 
48 S American Water Works. 21 $ .80 38% $1.60Se 21% 7% 13.1 50% 19% 
Operating Companies 
5 O Bridgeport Hydraulic... 39 $1.70 44% $1.86De’59 6% 5% 21.0 91% 55% 
17 O Calif. Water Service ... 26 1.20 46 155N D110 6 16.8 77 
5 O Elizabethtown Water... 27 120 44 2.20De’59 17 — 123 #55 
12 S Hackensack Water ...... 3 2.40 45 *4,36De’59 *32 55 35 
10 O Indianapolis Water ..... 26 120s 4.6 1.70Se 7 5 15.3 70 34 
6 O Jamaica Water ........ 44 220 5.0 3.10Se D3 7 42 Ft BB 
5 O New Haven Water ..... 67 340 5.1 2.91De’59 D12 — 230 117 #55 
2 O Ohio Water Service .... 28 150b 5.4 1.65Se D6 — 170 1 33 
11 O Pennsylvania Gas & Watr. 28 140 50 1.82Se 12 6 154 77 29 
11 O Phila. & Sub. Water . 57 1.80v 3.2 3.24Se 7 5 17.6 56 29 
3 O Plainfield Un. Water . sea 28 1.10 48 2.31De’59 44 12 10.0 43 66 
5 O San Jose Water ........ 40 130 33 2.22Se D7 10 180 59 41 
7 O South. Calif. Water . 22 100 45 1.44Se 9 8s 635 7 xs 
4 O Southern Gas & Water... 24 80d 73d 172My 24 5 140 47 19 
4.7% 12% 6% 159 69% 
Transit Companies 
21 O Baltimore Transit ...... 9 —_ — $1.02De’59 72% 11% 88 — 45% 
12 O Cincinnati Transit ...... 8 $.30 38% .91De’59 193 — 88 33% 56 
66 S Fifth Ave. Lines ....... 17. 1.00t 59 23De’59 — 

322 S Greyhound Corp. ....... 21 100a 48 1.81De’59 D5 7 He SS @ 
26 S Nat. City Lines ........ 200 90 2.22De’59 33 — 90 90 92 
13 O Niagara Frontier Trans. 15 60 40 76De'59 ~— — 197 79 67 
20 A Pittsburgh Rys. ........ 12 2 24 —- — 99 

6 O Rochester Transit ...... 7 40 57 1.08De’59 = — 65 37 100 
21 ‘© B.S. 0 80 8.0 .77De’59 — 130 104 #93 
138 kK, ....... 1 100 91 59De’59 145 — 186 170 65 
20 O United Transit ......... 6 70 11.7 89De’59 18 2 67 79 54 

eer 6.4% 52% 2% 114 81% 


A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change, Ja—January; F—February; Ma—March; Ap—April; My—May; Je—June; Jy—July; Au—Au- 
gust; Se—September; Oc—October ; N—November ; De—December. *Deferred taxes resulting from lib- 
eralized depreciation are not normalized. If normal ized, the price-earnings ratio would be higher, and the 
rate of increase in share earnings would be smaller. {On average shares. D—Decrease. a—Also 10 per 
cent stock dividend October 24, 1960. b—Also 2 per cent stock dividend September 30, 1960. c—Also one- 
half per cent stock dividend October 31, 1960. d—Also 1 per cent stock eon quarterly (included in 
yield), e—Also 3 per cent stock dividend ‘January 7, 1960. f—Regular annual 2 per cent stock dividend in- 
cluded in yield. g—Stock split 5 for 4 to stockholders of record October 11, 1960. } h—Dividend rate of $3.60 
per annum to be established beginning with July 10, 1961, payment. m—Also 10 per cent stock dividend Jan- 
uary 15, 1960. q—Indicated new rate after 8-for-1 split July 15, 1960. r—Also 40 per cent stock dividend 
June 13, 1960. s—One share of 111 Realty Corp. common for each 10 shares held, paid March 31, 1960. 
t—Paid to date. u—Twenty per cent stock dividend paid January 15, 1960. v—Also 3 per cent stock divi- 
dend payable January 6, 1961. (Similar dividend was paid January 7, 1960.) w—Also 1 per cent stock divi- 
dend payable December’ 31, 1960. x—Also 123 per cent stock dividend payable October 7, 1960. NC—Not 
comparable, 
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What Others Think 


Reactions to the Landis Report 


ats report on the regulatory agencies, 
prepared for President Kennedy by 
James M. Landis, has produced a great 
deal of comment in the press. The contro- 
versial nature of the report itself, as well 
as the continued interest of the press in 
the alleged “regulatory mess,” accounts 
for the volume of comment on this docu- 
ment. The reports of the House and Sen- 
ate committees on this subject are likely 
to have a longer-lasting effect on the 
regulatory pattern of the future than will 
this special report which was prepared for 
the President before he assumed office. 

One of the most sharply debated fea- 
tures of the report is the proposal to 
establish an office within the executive 
branch which would act as an overall co- 
ordinator of the regulatory agencies. This 
so-called “czar,” a name decried by Lan- 
dis as being something not intended at 
all, will doubtless be Mr. Landis himself. 
But whether a czar by any other name 
would still be Landis, or whether Landis 
by any other name would still be a czar, 
the fact remains that the proposed ma- 
chinery for “co-ordinating” the work of 
the various regulatory commissions points 
definitely towards centralized policy mak- 
ing from a point of origin within the 
White House. 

The Pittsburgh Press, in a recent edi- 
torial, took a rather indulgent, if not 
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favorable, view of this, stating in part: 


The “Overseer” suggested by James 
M. Landis would deal with the ma- 
chinery through which decisions are 
reached, rather than the decisions them- 
selves. He would see to it the agencies 
are doing the job Congress intended— 
and draft reorganization plans, when 
necessary, for consideration of the 
President and the Congress. .. . 

Mr. Landis proposes, substantially, 
to clear away the red tape which is 
strangling progress and if this job is 
to be done promptly some kind of 
“Overseer” is necessary. There are few 
more urgent tasks before the new Con- 
gress and the new President. 


A MORE cautious view regarding the 
strengthening of executive control of 
the regulatory agencies was voiced by The 
Detroit News. According to this opinion, 
the troubles of the agencies are a product 
of their own failure to resist pressures 
from legislators and White House func- 
tionaries, who have real or imagined in- 
fluence in the executive branch. The paper 
lauds the Landis proposal to increase the 
quality of men serving on the commission. 
Regarding the increase of executive 
powers in regulatory matters, however, 
the paper had this to say: 
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But the remainder of Landis’ pre- 
scription for cure—a far stronger 
presidential hand in the operations of 
the regulatory agencies—warrants cau- 
tion signals. Aside from the bare politi- 
cal question: Will Congress want to 
thus enhance the power of its chief 
political rival?—there arises the ques- 
tion of whether it should. 


5 ie proposal to establish offices of co- 
ordination for transportation, com- 
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have been and are being performed. The 
Washington Post and Times Herald has 
observed that many of the faults in the 
regulatory field are the result of “simple 
and sheer neglect of this important area 
of government.” This paper stated that 
the effectiveness of corrective measures 
would depend, to a great extent, on the 
continued interest supplied by the Presi- 
dent. 

Commenting on the various defects 
in the regulatory process, the paper stated : 


munication, energy, and oversight of 
regulatory agencies, all within the execu- 
tive branch, has also come in for some 
sharp criticism. The Wall Street Journal 
in the latter part of December, 1960, com- 
mented in the following manner regarding 
this particular proposal : 


Some of this is already familiar, and 
the value of Mr. Landis’ catalogue of 
defects is that it is a one-piece, compre- 
hensive critique. It is important to in- 
terject that the criticisms do not fairly 
apply to all appointees to every regu- 
latory body. The federal commissions 


This, we fear, is a typically bureau- 
cratic approach. Here are a group of 
bureaus designed to regulate transpor- 
tation, communications, and other ma- 
jor industries. So what do we get? 
Proposals for new regulators to regu- 
late the regulators. That is almost the 
classic device for building up bureau- 
cratic layers. 

It ought to be rather plain that such 
proliferation does not even begin to 
grapple with the problem it is ostensibly 
solving. A study of the regulatory agen- 
cies ought to address itself in the first 
place to what the agencies are doing 
and whether they are trying to do too 
much in terms of the needs of today’s 
economy. Just finding new federal jobs 
is a poor substitute for a searching ex- 
amination. 


A GOOD many commentators have noted 

that the Landis report tends to 
blacken all of the regulatory agencies, fail- 
ing to recognize those specific agencies 
and specific areas in which admirable jobs 


are not universally made up of hacks or 
venal men. Nor does it follow that every 
person chosen only for expert knowl- 
edge would automatically conduct him- 
self with judicial detachment. The 
report would have been better balanced 
if Mr. Landis had given more recogni- 
tion to the conscientious work that is 
done. 


eerge away from specific criticisms 
and recommended corrective meas- 
ures, a number of newspapers took note 
of the philosophy surrounding the basic 
premises of regulation itself. The Journal 
of Commerce stated: \ 


. .. Mr. Landis is quite right in 
stressing once again the criticism that 
many others have made before him of 
the federal regulatory setup. The 
trouble is not so much that the agencies 
reach the wrong decisions on important 
issues. The real trouble is twofold: that 
they so often take so long to come to 
any decision at all, and that their 
rulings frequently have a hit-or-miss 
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PUBLIC UTILITIES FORTNIGHTLY 


quality that suggests the absence of any 
valid underlying policy. 


As already noted House and Senate 
subcommittee reports on the regulatory 
agencies are sure to have a profound in- 
fluence on any legislative proposals which 
are offered by the President. A good bit 
of the Landis report could be enacted 
without the need for new legislation. 
However, if the President should adopt 
the majority of the report, some legisla- 
tion would have to be enacted. 


ering Carroll (Democrat, Colorado), 
who last year was chairman of a 
Senate Judiciary subcommittee to look 
into the regulatory agencies, has called 
for a crackdown on “pressure groups” 
which would try to block the President’s 
reforms of the agencies. He lauded the 
Landis report as “masterful and thought 
provoking,” and he stated that “we must 
concentrate to beat down the obstruction- 
ist tactics” of groups that do not want to 
see any change in the regulatory agencies. 

The now defunct House Subcommittee 
on Legislative Oversight, formerly headed 
by Representative Harris (Democrat, 
Arkansas), filed a majority report which 
indicated some sharp variance of opinion 
on just how the faults of the regulatory 
agencies should be corrected. One of the 
recommendations of this report would es- 
tablish a permanent subcommittee on reg- 
ulatory and administrative commissions 
which would seem to duplicate much of 
the duties of the executive co-ordinators 
which Landis would like to see established. 


With this in mind, it seems unlikely 
that Congress would be happy about en- 
tertaining any legislative proposals from 
the President which would, in effect, give 
some of the congressional authority in 
regulatory matters to the executive 
branch. In such matters Congress is usu- 
ally zealous to preserve the freedom of 
the legislative arm of the government. 
Any such giveaway of congressional au- 
thority would surely meet with spirited 
opposition from both Democrats and Re- 
publicans. 

Among many comments on the Landis 
report, that of columnist David Lawrence 
seems most trenchant: 


The truth of the matter is that until 
the basic issue involved is settled—to 
what extent these commissions shall 
remain executive and how judicial mat- 
ters arising under their operations shall 
be handled—not much progress is likely 
to be made on the whole complex 
problem. 


ig remains to be seen if these various 
groups will come to grips with this 
basic issue, “the extent these commissions 
shall remain executive and how judicial 
matters arising under their operations 
shall be handled.” 

In the months ahead we are sure to see 
many more comments on Mr. Landis’ 
recommendations and it is safe to assume 
that some of the more far-reaching as- 
pects of the report will be tempered by 
the President and the Congress. 


U. S. and Foreign 

A sHoRT while ago the First National 
City Bank of New York city, in 

its monthly letter, carried an article en- 
titled “Depreciation Allowances Here and 
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Depreciation Policies 


Abroad.” It is the opinion of this article 
that one of the best ways to stimulate our 
economy would be to modify the income 
tax structure, with specific reference to 
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the matter of allowances in calculating in- 
come tax liability for depreciation of capi- 
tal assets. 

The article states that continued em- 
phasis in the United States on public 
spending has resulted in an increasingly 
heavy tax load which serves to limit the 
expansion of business. In contrast the 
European tax structure puts a heavier tax 
load on the consumer and a lighter load 
on work and capital accumulation. This 
emphasis on consumer taxes would seem 
to put a dangerous burden on the con- 
sumer. 

However, it must be remembered 
that because of this shift of the tax bur- 
den, industry is in a position to compete 
in world markets and the accumulation 
of capital and the inducements to work 
are stimulated. 


ys general, the article states, the corpora- 
tion in the United States is faced with 
more stringent tax laws than are com- 
parative groups abroad. Liberalized de- 
preciation and its effect on investment is 
recognized the world over as one of the 
important economic factors relating to the 
business growth process. Regarding this 
aspect of economics, the article states: 


. . . Business finances capital invest- 
ment from. a variety of sources—sales 
of stock, borrowings, retained earnings, 
and depreciation allowances. The big- 
gest source is depreciation which, if 
earned, gives back to a company a por- 
tion of its past investments. The more 
freedom a company has in the timing 
of depreciation charges, the more op- 
portunity it has to grow. One of the 
considerations dictating liberalization 
of depreciation rules is the fact that, in 
this age of dynamic change mixed up 
with inflation, large amounts of capital, 
beyond depreciation allowances, must 
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be poured into a company to replace its 
plant and keep up with the times. 


WING to inflation, industry has found 

that allowances made for deprecia- 
tion in the past twenty years have been 
far short of meeting replacement needs. 
The article notes that George Terborgh, 
research director of the Machinery and 
Allied Products Institute, has estimated 
that costs of replacement are outstripping 
depreciation allowances by some $6 to $8 
million each year in the United States. 
Obsolescence is another factor which must 
be taken into consideration in this age 
when new processes and techniques render 
machinery outmoded long before the ma- 
chinery itself is worn out. 

In striking a comparison between U. S. 
and foreign tax allowances for deprecia- 
tion on machinery and equipment, the 
article indicates that our regulations stand 
out as particularly restrictive. This strin- 
gent policy is causing increasing concern 
as various foreign producers come into 
direct competition with American prod- 
ucts. 

In contrast with this strict policy, for- 
eign governments have, as a general rule, 
established higher depreciation rates per- 
mitting faster write-offs of new invest- 
ments, and some governments have even 
permitted revaluation of asset values in 
order to take into consideration the higher 
replacement costs. This sometimes gives 
total deductions that are greater than the 
historical cost of the machine. 


VEN though the United Kingdom is 
E looked upon as having the least lib- 
eral depreciation policies in Europe, its 
practices, contrasted with those of the 
U. S., are most encouraging to private 
investment. Tax inducements to invest- 
ment are given in the form of “invest- 
ment allowances” and “initial allowances.” 
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“PLEASE LADY, MAKE UP YOUR MIND—THE COMPANY IS UNDOUBTEDLY 
WAITING TO DECLARE THE STOCK DIVIDEND” 


“Investment allowances” are given over 
and above the original cost which can be 
recovered in full irrespective of the invest- 
ment allowance. 

“Initial allowance” is available in the 
first year, against the original cost, in 
addition to the regular allowance. In the 
years following, the regular allowances 
are applied to the cost thus reduced. 

The article states that the most strik- 
ing features of the British depreciation 
practices are the use of broad categories 
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of depreciable property and the liberal 
allowances in the year of acquisition. 


ae has more liberal depreciation 
policies than the United Kingdom. In- 
itial allowances for new investment are 
provided and in addition more rapid rates 
of write-offs are permitted, as are revalu- 
ations of property to compensate for prior 
inflation. In relating the further liberal 
policies of the French government, the 
article states: 
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WHAT OTHERS THINK 


Aside from rapid recovery of original 
costs, France also permits revaluation 
of assets by applying factors ranging 
from 1 for assets acquired in 1959 to 
243 for assets dating back to 1914 and 
earlier, and in the case of inventory 
from 1 for 1959 to 388.9 dating back 
to 1914 and prior years. These factors 
are applied to both historic cost and 
annual depreciation allowances since the 
date of acquisition. Even property writ- 
ten off completely can have a restored 
value for additional depreciation. 


economic recovery of West Ger- 
many following the Second World 
War has been astounding. This article 
gives a good bit of credit to tax policies 
which have encouraged private enterprise. 
Taxes are generally applied at an easier 
rate than in the United States, and in ad- 
dition more rapid write-offs of new plants 
are permitted. Following the Currency 
Reform Act in 1948 (in which ten “old” 
marks became one “new” mark) revalua- 
tion of assets was authorized for deprecia- 
tion and tax purposes. Initial allowances 
for new equipment of up to 50 per cent 
were permitted for a number of years, 
although such great amounts have now 
been discontinued. 


German depreciation rates are calcu- 
lated on the basis of each individual tax- 
payer. Allowable rates have been pub- 
lished but a taxpayer can claim rates in 
excess of the published amounts provided 
they can be justified. 


WEDEN has liberal depreciation of ac- 

tual cost and also permits tax deduc- 
tions of up to 40 per cent of net income 
for reserves to stabilize economic activity. 
Of this amount 40 per cent must be in- 
vested with the bank for use as permitted, 
depending on economic activity and em- 
ployment. The remainder of the money 
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can be used as the company sees fit. The 
article takes care to point out that such 
liberal treatment of investment does not 
favor “big business” and that the Swedish 
programs were all developed under a 
labor-socialist government which aimed to 
increase productivity through more in- 
vestment. 

The Belgium government groups as- 
sets for depreciation purposes into broad 
categories with rates ranging from 10 to 
25 per cent for machinery. In 1959 special 
investment allowances of up to 30 per 
cent were granted but these were limited 
to new ventures or very large expansion 
of existing facilities. 

One of the interesting aspects of the 
Netherlands treatment of depreciation is 
the fact that both the initial allowance 
and regular depreciation may be taken 
from the time that a contract is placed, 
and not, as with most countries, when it 
is actually put to use. Depreciation allow- 
ances, in the Netherlands, which are not 
covered by profits in any single year may 
be taken at a later date. 


| ps rates of tax depreciation vary 
from 3 to 20 per cent per year. Ac- 
celerated depreciation on new plant is 
provided in the form of an initial allow- 
ance which reduces the normal deprecia- 
tion period by two-fifths. 

In conclusion, the article states as 
follows: 


From this review the lesson emerges 
that tax policies are critically important 
to the economic strength and growth 
of any country that looks upon private 
enterprise to provide the bulk of the 
jobs and the national product. In the 
United States people bemoan failures 
to realize greater economic growth 
while neglecting tax problems crying 
for attention. 
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It is worthy of comment that even 
socialist governments have pursued lib- 
eral policies in the matter of deprecia- 
tion charges. This was true, for 
example, under the former Labor gov- 
ernment of England as it has been in 
Sweden. 


There has been much talk of examining 
the matter of our own approach to de- 
preciation allowances. A Senate group 
has concluded that our policies do not 
sufficiently encourage the expansion of 
the national economy, and President Ken- 
nedy has promised to investigate. 


Satellites and the FCC 


ECENTLY the Federal Communications 
Commission decided to review its 
microwave decision in relation to the po- 
tential need for the allocation of spectrum 
space to support space communications. 
Dr. Dan Noble, executive vice president 
of Motorola, Inc., said in his company’s 
magazine News Gram that the FCC hear- 
ing which was scheduled would develop 
adequate engineering proof that no special 
allocations need be designated for satellite 
communications systems, and that the 
development of the earth-surface systems 
may proceed without fear. 

Dr. Noble said that probably the most 
efficient plan for world-wide, wide-band 
communication would make use of at least 
three-spaced, stationary relay satellites. 
Stationary would mean that the orbit of 
each would be synchronized with the 
earth’s rotation so that the satellite would 
remain stationary in relation to any point 
on the earth. To achieve this, the satellite 
would be placed in orbit around the equa- 
tor at slightly more than 22,000 miles out. 
He stated: 


... If the problem of equipping such 
a satellite with a truly reliable relay 
system (solid state electronics, of 
course), and with solar energy and 
atomic energy power sources can be 
solved, and if the satellite can be placed 
in the stationary orbit successfully, 
there is still the question of frequency 


bands to be used for relaying the infor- 
mation from the earth to the satellite, 
and back to earth again. Probably, the 
frequencies in the range of 89° to about 
eight or nine megacycles can be used, 
with a preference for the frequencies in 
the 2 to 6,000 megacycle band. The fre- 
quencies must be high enough so that 
the energy will not be refracted by the 
ionosphere, but low enough so that they 
can penetrate the air and vapor layers 
without too much attenuation. .. . 


ig power said that it is difficult to predict 
what the magnitude of frequency de- 
mands will be as the use of satellite com- 
munications matures. But in the event the 
simultaneous use of satellite communica- 
tion frequencies and earth-surface fre- 
quencies is not compatible, there will be 
a possible serious reduction in the num- 
ber of earth-surface communication chan- 
nels. Fortunately, he pointed out, it seems 
that simultaneous use of the channels is 
compatible. The angle of directional radia- 
tion to and from the satellite is such that 
no interference would be expected to be 
picked up by the horizontally oriented 
surface communications antenna systems. 
“Similarly, interference would not be 
expected to develop at the satellite receiver 
since the angle of radiation from the sur- 
face transmitter would be wrong for the 
delivery of any significant amounts of 
energy to the satellite,’ Noble said. 
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The March of 
Events 


REA Loan Report for 1960 


Rural Electrification Administra- 
tion has reported that almost 50 per 
cent of the electric loans approved by it 
during 1960 were for financing facilities 
to generate and transmit power in rural 
areas. It was stated that of a total of 
$254.5 million in REA electric loans made 
in 1960, about $120 million—or 47.1 
per cent—went for generation and trans- 
mission purposes. This amount was a 
sudden increase over the amount ap- 
proved in 1959—only 27 per cent of the 
total went for such power loans in that 
year. The reason for the big jump was the 
approval in 1960 of a $25.8 million loan 
to the Southern Illinois Power Co-opera- 
tive, a new borrower at Steeleville, Illi- 
nois. This was the largest single loan ever 
made in REA’s twenty-five and a half 
years of operation. 

In 1960 telephone loans approved by 
REA amounted to $106.9 million while 
funds actually advanced to telephone bor- 
rowers by REA totaled $105 million. 
There were 48 new borrowers during the 
year, raising the total number to 727. To 
date total loans to telephone companies ag- 
gregate $737 million. Of REA telephone 
borrowers, 515 are commercial companies 
and 212 are co-operatives. The 1960 loans 
will benefit 190,000 subscribers with new 
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or improved service. Virtually all the 
phone service provided through REA 
loans is now modern dial. 


AEC May Be Revamped 


— to modify the Atomic Energy 
Commission are being considered by 
the chairman of the Joint Atomic Energy 
Committee, Representative Holifield 
(Democrat, California). He has an- 
nounced he may hold hearings on possible 
AEC changes. Holifield expressed con- 
cern over the commission’s increasing 
burden of matters such as location of re- 
actors, health hazards, waste disposal, 
transportation, industrial uses, and the 
regulation of power rates. 

The first tentative step towards lessen- 
ing this work load was made by Congress 
two years ago, Holifield said, when legis- 
lation was approved enabling qualified 
state governments to take over control of 
certain aspects of atomic energy. 

The California Congressman warned 
that the AEC’s primary duties of making 
uranium and plutonium, and manufactur- 
ing atomic weapons, were in danger of 
suffering because of the commission’s in- 
creasing preoccupation with regulation of 
atomic energy. He said he was not think- 
ing of changing the AEC control from a 
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commission to a single manager setup 
right now, but he might later. 


Gas Rate Boost Trimmed 


is $15.8 million boost in gas rates 
proposed by United Gas Pipe Line 
Company has been cut to $9.3 million by 
the Federal Power Commission, amount- 
ing to a $6.5 million reduction. United 
must refund the excess amount to its cus- 
tomers that was effective until the Federal 


Power Commission made its final decision. 

One of the issues in the case that the 
FPC resolved was that of United’s at- 
tempt to include certain costs incurred in 
acquiring a new plant as part of its oper- 
ating expenses. The commission ruled 
that United could not amortize these costs 
in its operating expenses, thus passing 
them along to its customers. Instead the 
FPC insisted that the company treat them 
as income deductions chargeable to stock- 
holders. 


Arizona 


Files Lower Rate Schedule 


Pusiic SERVICE COMPANY 
has filed new rate schedules with the 
Arizona Corporation Commission which 
have as their objective the lowering of 
electric charges for commercial and in- 
dustrial customers of the utility in north- 
ern Arizona. 

Under the new rates the cost of service 
would be reduced by about $400,000 an- 
nually for the company’s commercial and 


industrial customers in the area affected. 
The treasurer of the company, John L. 
Liecty, said that over a period of time the 
increased use of electric energy will more 
than offset the initial revenue loss. He re- 
lated that the purpose of the new develop- 
mental rate schedules was to provide an 
incentive for increased use of electric 
energy which would aid in the continued 
commercial and industrial growth of the 
northern part of the state. 


California 


State May Initiate Electric 
Company Damage Suit 


Power attorney general of California has 
said that his state may take court 
action against major electrical manu- 
facturing and supply companies, seeking 
triple damages for alleged price fixing. If 
the suit materializes, various companies 
which recently pleaded guilty or “no 
contest” to federal antitrust charges 
would be the defendants. 

The right of California, for example, to 
bring suit on behalf of the consuming pub- 
lic of that state is open to serious legal 
question. Other questions concern the 
identity of persons entitled to damages 
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and the amount of distribution, even if 
awarded. 

The state did not indicate how much 
damages it would seek, but the attorney 
general believes that customers in Cali- 
fornia probably lost $2 billion as a result 
of pricing collusion on the part of the 
electrical manufacturing companies. Other 
states, notably Washington, New York, 
Wisconsin, and Massachusetts, are re- 
ported to be considering similar “class” 
damage suits. 


Bus Service Subsidized 


HAT is believed to be the first city- 
aid transit service contract in the na- 
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tion has been signed between the city of 
Santa Clara and San Jose City Lines. The 
city council, under the terms of the con- 
tract, has promised to cover any losses that 
may occur in operation of the bus line’s 
new routes between most major neighbor- 
hoods and downtown shopping areas for a 
period of six months. If patronage of the 
subsidized lines by Santa Clara residents 
is increasing at the end of this period, the 
city “probably will continue the subsidy 
until the lines are self-supporting.” This 
may take from one to two years or even 
three, according to the transit company. 

The motive behind the subsidy plan is 
one of attracting more shoppers to the 
downtown section. A number of Santa 
Clara merchants—who naturally will ben- 
efit if the plan succeeds—are sharing in 
the cost of the new service by establish- 
ing a bus validation plan in co-operation 
with the transit company. These retailers 
will stamp any customer’s bus ticket who 
buys $3 or more in any merchant’s store. 
This entitles the customer to ride home on 
the bus without charge. 


THE MARCH OF EVENTS 


Water, Power Plans Pushed 
HE Los Angeles Department of Water 
and Power will start an $80 million 

construction program this year to meet 
the city’s anticipated growth. This new 
investment in facilities will bring the city- 
owned utility’s total assets well above $1 
billion. 

Provisions for both water and electric 
power facilities are scheduled under the 
heavy construction program. The largest 
project in the power system construction 
is Haynes steam-generating plant near 
Seal Beach. First two generator units of 
this plant will cost about $57 million. 
Power from this plant is expected to be- 
come available in the fall of 1962. 

The first completely underground power 
distribution station ever to be built by 
the department will be installed before the 
end of the year. It will cost about $1.4 
million. 

The average number of electric cus- 
tomers served by the department in the 
past year was 926,716. This is an increase 
of 24,053 for the twelve months. 


Michigan 


Compromise Gas Plan Filed 


EasTERN Pipe LINE Com- 
PANY has filed a plan with the Federal 
Power Commission which it hopes might 
end its long fight to abandon natural 
gas deliveries to Michigan Consolidated 
Gas Company, a subsidiary of American 
Natural Gas Company, in the Detroit 
area, 

By it Panhandle offered to supply 
Michigan Consolidated with a substantial 
amount of gas for seven months of the 
year and asked for permission to proceed 
with its $77 million expansion of trans- 
mission facilities. Originally Panhandle 
had asked authority to stop delivering 127 


million cubic feet a day to Michigan Con- 
solidated. Under the compromise plan, 
a subsidiary Trunkline Gas Company, 
would supply 100 million cubic feet a 
day to the Detroit utility from April 
through October. 

In December of last year the Supreme 
Court let stand a lower court ruling which 
set aside FPC approval of Panhandle’s 
proposed abandonment. Hearings to re- 
consider the matter started January 31st. 
Michigan Consolidated is on record as 
definitely opposing the Panhandle plan 
and filed a plan of its own whereby it 
would buy the total amount of annual gas 
from Panhandle in summer months and 
store it in underground fields. 
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Oregon 


BPA Reports Extra Power 
HE Bonneville Power Administration 
announced in January that for the 

first time in nearly fifteen years it had a 
surplus of power available. According to 
William A. Pearl, Bonneville Administra- 
tor, the big power agency, which markets 
power from 13 federal dams in the Co- 
lumbia basin, usually does not have 
enough power to meet customer demands. 

Pearl forecast a drop in power sales in 

1961, however, but he was sanguine about 
the outlook for the rest of the decade. He 
based his optimism on the U.S.-Canadian 


treaty which has been negotiated for 
upriver dams, including Libby dam. Un- 
der this treaty, recently approved by both 
governments, about 1,686,000 kilowatts 
of power at low cost would be made avail- 
able to the United States over the next 
ten years. 

Gross revenues of BPA for 1960 were 
$71.2 million, an increase of $2.5 million 
over 1959. Pearl estimated power sales 
would drop $1.7 million this year, but 
other power servicing would offset about 
$1 million of that figure. Revenues should 
turn upward in 1962, he said. 


Pennsylvania 


Gas Rebate Fight Waged 
i ews city of Pittsburgh has joined a 

legal battle aimed at the FPC to al- 
low future rate rebates by a wholesale gas 
supplier. It is pressing a fight against an 
FPC ruling that United Fuel Gas Com- 
pany of Charleston, West Virginia, was 
to rebate $400,000 and no more to Manu- 
facturers Light & Heat Company. The 
city was joined by the public utility com- 
mission, the cities of Columbus and Cin- 
cinnati, Ohio, and several Kentucky com- 
munities in a court action in the U. S. 


fourth circuit court of appeals in Rich- 
mond, Virginia. 

City Solicitor David Stahl said the 
FPC ruling renders virtually useless an 
appeal now being pressed for an addi- 
tional $7 million rebate to United Gas 
wholesale customers, of which about 
$700,000 would go to Manufacturers. 

He pointed out that even if the com- 
munities and the state commission should 
win their appeal for an additional $7 mil- 
lion, United Gas would be protected from 
paying by the FPC ruling. 


Wisconsin 


Utilities Form Power Pool 
wo Wisconsin utilities, Wisconsin 
Public Service Corporation and Wis- 

consin Power & Light Company, have an- 
nounced their intention of forming an 
electric power pool in the interest of shar- 
ing each other’s generating capacities. 

They hope by so doing to cut costs. It 

would enable them to build larger, more 
efficient plants and enable them to prolong 
the periods between additions. They 


FEBRUARY 2, 1961 


pointed out that it would cost $165 a 
kilowatt to build a 75,000-kilowatt plant, 
whereas a 150,000-kilowatt plant could 
be built for $132 per kilowatt. Larger 
units can cut fuel costs by 5 per cent, too, 
they declared. 

The two adjoining electric systems have 
a 138,000-volt tie line between Oshkosh 
and Fond du Lac, Wisconsin, for ex- 
change of power. More high capacity links 
may be built as circumstances require. 


Progress 
of 
Regulation 


Trends and Topics 
Full Crew Laws 


| gesannenay for repeal or relaxation of outdated laws requiring a specified 
number of crew members on railroad trains are being brought to the 
attention of state legislatures. In New York, for example, the governor be- 
lieves relief from unnecessary expense imposed by full crew laws is one 
means of saving this important transportation industry from financial ruin. 
The purpose of full crew laws, enacted at a time when modern equipment 
and safety devices had not been developed, was to insure safe operation. 
Labor unions, however, have exerted pressure to preserve and interpret these 
laws in order to keep and create jobs—one form of “featherbedding.” 

A look at some of the reported decisions on the application of full crew 
laws reveals strenuous efforts to make more jobs, but courts and commissions 
have often refused to go along with unreasonable suggestions by the unions. 


Disapproval of Unnecessary Man Power 


The purpose of a full crew statute, in the words of the Ohio supreme 
court, is to protect railroad employees and passengers. The court held that the 
New York Central Railroad Company, in permitting a through freight train 
to enter onto a main track from a passing siding and to move on the main 
track with one engineer, one fireman, one conductor, and one brakeman 
aboard, leaving the second brakeman behind, was not a violation of the law. 
Interpretation of the statute as requiring that all five crew members be 
aboard a through train whenever moving on a main track, said the court, 
failed to recognize the duties of a flagman or rear brakeman which require 
him, at times, to be on the ground in the interest of safety and to remain 
behind to protect his train and a following train against collision or derail- 
ment from any defective tracks (2 PUR3d 315). 

The Transportation Brotherhoods Co-operative Legislative Committee once 
brought a complaint that the New York Central Railroad violated the Ohio 
full crew law in operating an “eye examination train” consisting of a loco- 
motive and tender and an “eye car” and a “rider car.” The Ohio commission 


201 


FEBRUARY 2, 1961 


| 
Jn- 
| 
=) 
re 
fi 
ut 
ut 
s 
| 
| 
\ 


PUBLIC UTILITIES FORTNIGHTLY 


concluded that, although there had been a violation with respect to a switching 
movement, the “eye examination train” in question was neither a passenger 
train nor a freight train, and the law was not violated by its operation on the 
main line. One car was used to conduct eye examinations of employees and 
another car was used to transport the conductor while the train was moving. 
An eye examiner, besides conducting examinations, worked on reports while 
the train was moving between stops. The commission said he certainly could 
not be regarded as a passenger. Furthermore, there was no transportation of 
freight (4 PUR3d 461). 

The New York commission had occasion to interpret a statute requiring 
a five-man crew when the Brotherhood of Railroad Trainmen complained 
against the use of a three-man crew for the hauling of individual pieces of 
motive equipment or a car in and out of a repair shop, or movements about 
the shop yard for inspection and repair. The commission said there was noth- 
ing from the standpoint of safety to show that the three-man crew used for 
many years was inadequate, and a larger crew should not be mandated unless 
the statute required it. This, the commission decided, was not required. Move- 
ments in the repair shop and yard were virtually isolated from all other 
operations of the railroad. No main or branch line tracks went through the 
repair yard (19 PUR3d 33). 

The Brotherhood of Railroad Trainmen made an unsuccessful effort to 
obtain from the Massachusetts commission an order requiring an increase in 
the number of employees on a single unit self-propelled passenger car. The 
commission concluded that it would be unreasonable to require a third crew 
member on such cars where one more man would accomplish nothing which 
could not be handled by the present two-man crew in the absence of absurd 
hypotheses, such as the simultaneous death or disability of both the engineer 
and the conductor. The commission expressed the opinion that railroads 
should not be required to man passenger trains with full crews unless clearly 
in the public interest since the financial condition of railroads generally 
requires scrutiny of any proposal resulting in increased expense (92 PUR 
NS 298). 

The Missouri commission, in dismissing a complaint by the Brotherhood of 
Railroad Trainmen against the Atchison, Topeka & Santa Fe Railway System, 
said that the use of additional crew members should not be required where 
their services would not contribute materially to the safety of the public or 
the employees even though concededly transportation would be accelerated. 
Slowing of transportation is not necessarily hazardous. The commission also 
said that a contract between a railroad and a union in regard to the number 
of employees to be engaged in certain work is ineffective to prevent such 
remedial and corrective measures by the commission in the furtherance of its 
duties as the facts may warrant (64 PUR NS 504). 

A federal court granted an injunction in an action by the Pullman Com- 
pany and railroads to restrain enforcement of an order forbidding the opera- 
tion of a Pullman car on a train unless such car was in charge of a Pullman 
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conductor. The court held that the order was not sustained by the statute 
fixing the necessary members of a train crew (35 PUR NS 507). 

The Nebraska commission decided that where a railroad employee was 
doing double duty as a porter and brakeman, or flagman, and had success- 
fully passed all the examinations, both physical and mental, required by the 
rules of the Missouri Pacific Railroad Corporation, and where such double 
duties did not interfere with each other, the company was complying fully 
with the full crew statute. The Nebraska legislative board of the Brotherhood 
of Railroad Trainmen had filed a complaint against the railroad in an attempt 
to require the railroad to employ an additional brakeman or flagman 
(PUR1932B 526). 


Extra Man on Diesel Engine 


The Arizona commission held that a two-unit locomotive powered by the 
diesel-type engine in which the engine man seated at the controls must keep 
his feet upon the automatic control while the locomotive was in motion, 
should at all times be manned by two men in the cab, although the locomotive 
was equipped with devices whereby the engine man might communicate with 
other employees on the diesel unit. The commission said it was obvious that 
the engine man’s attention must be directed to the immediate control of the 
train. The commission, however, held that there was no justification for re- 
quiring regular train crews to man weed burners, rail detectors, and other 
equipment of a kindred nature when in operation outside of yard limits 
(23 PUR NS 214). 


Full Crew Law Applies Only to Railroads 


An attempt by the Brotherhood of Locomotive Fireman and Enginemen 
and the Brotherhood of Railroad Trainmen to compel the application of full 
crew laws to switching service within the plant of the Republic Steel Cor- 
poration met with failure. The Ohio supreme court decided that the corpora- 
tion, engaged in the manufacture of steel and owning and maintaining 
numerous railroad tracks within the limits of its plant, over which tracks its 
own locomotives were operated solely in the switching of cars specially de- 
signed for the handling of its materials and products, used in the business of 
steel manufacturing and in the switching of standard freight cars, did not 
make the manufacturing corporation a common carrier subject to the full 
crew laws (76 PUR NS 227). 


Review of Current Cases 


Low Equity Capital Allowance Necessitates 
Second Reversal of Telephone Rate Order 


I a second round of appeals, the Ala- sion rate order relating to Southern Bell 
bama circuit court set aside a commis- Telephone and Telegraph Company, on 
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the ground that the administrative body 
had ignored “plain and undisputed evi- 
dence” in determining the allowable rate 
of return. This case began in early 1954 
when Southern Bell sought a rate increase 
and the commission denied it in its en- 
tirety (4 PUR3d 195), finding that 5.97 
per cent was an adequate return for the 
company on a net investment rate base. 
The order was overturned on appeal, and 
by supersedeas order the proposed rates 
were put into effect under bond. The rate 
of return was found to be confiscatory 
and the reasonable value of property was 
required to be used in the rate base rather 
than net investment. 

On remand from the Alabama supreme 
court (26 PUR3d 400), further hearings 
were held in 1959, at which time the com- 
pany presented additional evidence on 
revenues, expenses, value of intrastate 
properties, and rates of return actually 
earned during the intervening five-year 
period. Testimony was also introduced 
on the cost of capital and fair rate of re- 
turn for the past periods and for the 
immediately foreseeable future. From the 
commission’s order granting a modified 
rate increase (31 PUR3d 254), the in- 
stant appeal was taken. 


Measure of Value for Rate Base 


In determining the reasonable value of 
the company’s intrastate properties, the 
commission gave approximately one-third 
weight each to reproduction cost new 
depreciated, original cost depreciated, and 
invested capital. There was evidence in 
the record relating to additional elements 
but these were not assigned any specific 
weight. The court thought the weight 
given reproduction cost depreciated was 
questionable in view of the level of prices 
generally over the past periods and for 
the foreseeable future. There is nothing 
in the statutes in regard to the use of in- 
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vested capital, and it appeared that the 
effect of its use by the commission was 
to give double weight to original cost. 
Actually, the commission’s value base was 
only about 4 per cent above original cost 
less depreciation. However, since the last 
full reasonable value study of the com- 
pany’s properties in Alabama was made 
more than five years ago, the court could 
‘not say that the commission was mani- 
festly wrong on this aspect of the case. 


Undisputed Evidence on Equity 
Return 


There was no substantial controversy 
about the commission’s use of a capital 
structure of 65 per cent equity and 35 
per cent debt in arriving at the overall 
rate of return to be allowed. Nor was the 
allowance for the debt component serious- 
ly challenged. But the commission’s al- 
lowance for the equity component was 
alleged to be confiscatory. 

The court observed that the commis- 
sion had determined the equity allowance 
by lifting out of a lengthy exhibit one 
statistic: The earnings-market price ratios 
of a group of 24 electric companies, 
with an addition of 5 per cent for 
cost of financing. From these ratios, the 
commission found a fair allowance of 
from 6.4 per cent to 7.1 per cent 
for Southern Bell’s equity component. 
Neither the evidence nor any reasonable 
inference from it supports this finding, 
the court declared. 

It was held, on the contrary, that the 
evidence, both in the 1954 hearings and 
in the further proceedings on remand, 
“discloses unquestionably that a minimum 
of 8.5 per cent is required for the equity 
component.” The court noted that the 
commission’s witness in the 1954 hearing 
testified to this effect, and that the com- 
mission itself found in its 1954 order 
that the weight of the evidence required 
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8.5 per cent for equity. Confirming the 
reasonableness of this figure, the court 
pointed to undisputed evidence of the 
earnings of ccmparable utilities on their 
equity capital. 

Applying the 8.5 per cent allowance for 
equity along with the accepted allowance 
for debt capital, and using the adopted 
capital structure, the court calculated the 
lowest overall rate of return for the five- 
year period that could be supported by the 
evidence of record. This rate of return 
ranged from 6.54 per cent to 6.89 per 
cent, the latter being determined as of 
September 30, 1958, for the future. The 
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commission had found, for the future, 
only 5.57 per cent, though it recognized 
that the last interest rate paid by the com- 
pany for long-term debt, admittedly 
cheaper than equity capital, was 5.42 per 
cent. 

The case was remanded to the commis- 
sion for further proceedings in accord- 
ance with the court’s opinion. Under the 
court’s determination of a minimum rate 
of return, Southern Bell will have to re- 
fund to its subscribers approximately $7 
million. Southern Bell Teleph. & Teleg. 
Co. v. Alabama Pub. Service Commission, 
No. 27100, November 11, 1960. 


By-products Operation Included in Rate Base 
Of Manufactured Gas Company 


HE Hawaii commission granted the 

Honolulu Gas Company, Ltd., a rate 
increase amounting to 4.45 per cent of 
test-year gas revenues. This is slightly 
more than a recent interim surcharge au- 
thorized pending the decision in this pro- 
ceeding. The new rates will produce a 
rate of return of 6.6 per cent on a rate 
base of $10.2 million which includes by- 
products operations. This is somewhat 
less than the requested increase of about 
10 per cent of test-year revenues, or about 
7.25 per cent return on the applicant’s 
proposed rate base of $9.8 million. 


By-products Operations 


The by-products operation—tar, ben- 
zene, toluene, and xylene—of the manu- 
factured oil-gas operation of the com- 
pany was deemed a utility function since 
the extraction of the by-products is an 
essential and necessary part of the oil-gas 
production process. It is a secondary con- 
sideration, said the commission, that in 
order to obtain a more marketable prod- 
uct, some additional plant facilities have 
been added. To separate the by-product 


operation costwise, on the books, from 
the gas-making operation would neces- 
sarily require allocations and prorations. 
But no adequate allocation was offered 
for the record. 

Viewing the by-product operation as 
“part and parcel of the gas-making 
process,” the commission indicated that 
it must be folded into the process cost- 
wise, with any advantages or disadvan- 
tages reflected in utility rates. It was ob- 
served that should by-products become 
unprofitable, even as a nonutility, the loss 
would, in effect, be carried by the utility, 
for the common stock earnings and divi- 
dends of the Honolulu Gas Company, 
Ltd., would be reflected in the overall 
financial results of operations. The com- 
mission regarded as scarcely worthy of 
mention the proposition that treating the 
by-products operation as a utility function 
might diminish managerial incentive in 
the overall corporate operation. 

The commission directed the staff to 
continue its investigation, currently in 
progress, into the public utility status of 
all operations of Honolulu Gas. 
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Working Capital Allowance 


Materials and supplies were allowed 
according to the books of the applicant. 
The allowance was substantiated by the 
monthly reports filed with the commis- 
sion. The company complained, however, 
that this allowance ignored the fact that 
the bulk of the utility’s inventory was 
carried, for accounting convenience only, 
on the books of the Honolulu Gas Equip- 
ment Company. One set of figures cannot 
be reported and reflected on the com- 
pany’s books, month in and month out, 
said the commission, and then be thrown 
out in a rate proceeding and another set 
of figures substituted. The company was 
directed to conform to the Uniform Sys- 
tem of Accounts for gas utilities. Tax 
accruals, which are available for cor- 
porate use, were taken into account in 
determining the working cash allowance. 


Sales Promotion Expense 


The company claimed sales promotion 
expense amounting to $9.42 per customer, 
or 7.43 per cent of gross gas revenues. 
For rate-making purposes only $7 per 
customer was allowed, or 5.52 per cent of 
gross revenues. The commission stated 
that it did not seek to tell management 
how much it may spend for sales pro- 
motion, but merely that no more than the 
allowed amount may be charged against 
customers. It was noted that other island 
utilities had substantially lower expenses 
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for this item and that mainland gas com- 
panies averaged only about 2 per cent. On 
the other hand, evidence showed that the 
company’s gas operations were at an eco- 
nomic disadvantage both because of the 
relatively high cost of manufactured gas 
and because such gas is limited essentially 
to cooking and water heating, which 
places it in direct competition with an 
aggressive electric service. 


Accelerated Depreciation 


In connection with accelerated deprecia- 
tion taken by the company, the commis- 
sion ruled that the financial results of 
operations must be normalized for rate- 
making purposes. In this way the rates 
paid by customers are neither increased 
nor decreased by the rapid write off. 
Under the commission’s practice, it was 
felt that the stockholders were treated 
fairly, with limited advantage from in- 
terest-free money in the reserve accruals. 

A deferred tax reserve is used to meet 
future deferred tax payments. It is de- 
ducted from the rate base. The applicant 
urged that because its earnings were sub- 
normal in 1959, it should not now be 
penalized by a deduction from its rate 
base for this period of accruals. Rejecting 
this contention, the commission pointed 
out that past losses or gains are not sub- 
ject to change in the process of fixing 
rates for the future. Re Honolulu Gas 
Co., Ltd. Docket No. 1402, October 27, 
1960. 


Capital Cost of Parent System Figures in 
Telephone Cost of Service and Return 


West Virginia commission 
granted The Chesapeake and Po- 
tomac Telephone Company of West Vir- 
ginia a rate increase of nearly $3.4 million 
in additional revenues. This was calcu- 
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lated to yield a return of 6.45 per cent on 
an average net investment rate base. The 
company sought a rate of return of 7.04 
per cent. A refund was required of the 
difference between the revenues here au- 
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thorized and a greater amount being col- 
lected under bond. 

Construction work in progress was 
excluded from the rate base since interest 
is permitted to be capitalized. Charitable 
contributions were disallowed as an op- 
erating expense, as was the nonrecurring 
cost incurred by the company in moving 
into a new building. 


Attrition Allowance 


An allowance for attrition was granted. 
The commission observed that the com- 
pany’s investment per telephone in 1945 
was $173, and in 1959 $365. Ten years 
ago 50 per cent of the company’s tele- 
phones were dial operated, while 82 per 
cent were dial operated in 1960. Net earn- 
ings from additional revenues resulting 
from increased investments have not kept 
pace with additions to plant. A large part 
of the increased investment has been 
made to improve facilities rather than to 
acquire new customers. 


Capital Structure and Debt Cost 


Chesapeake and Potomac is a wholly 
owned subsidiary of American Telephone 
and Telegraph Company. Until recently 
it received all of its investment capital 
from the parent. The commission has in 
prior cases used the parent system’s capi- 
tal structure of 35 per cent debt and 65 per 
cent equity in calculating credits to cost of 
service resulting from the payment of 
federal income taxes. In the early part of 
1960, Chesapeake and Potomac sold an 
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issue of its own debt securities amounting 
to about 20 per cent of its total capital 
structure. The company contended that 
for the purpose of calculating credits to 
cost of service for the payment of federal 
income taxes, the debt ratio should be 
taken as 20 per cent debt and 80 per cent 
equity, using the interest rate on the re- 
cent debt issue. 

On this question the commission held 
that the interest cost to Chesapeake and 
Potomac should be averaged with the 
lower embedded cost of debt capital to 
the Bell system both in calculating rate 
of return and in determining credits to 
cost of service in connection with federal 
tax liability of the subsidiary. The debt 
ratio of the Bell system would be used 
for both purposes. 


Rate Questions 


The commission found no cause for 
objection to the company’s long-standing 
practice of granting reduced rates or free 
service to employees, depending upon the 
nature of their duties and length of serv- 
ice. The company proposed to include a 
tariff provision for the automatic re- 
classification of exchanges upon a change 
in the number of subscribers. This pro- 
posal was disapproved, however, on the 
ground that notice must be given to the 
public and an opportunity afforded for 
affected patrons to be heard. Re Chesa- 
peake & P. Teleph. Co. of West Virginia, 
Case No. 5103, November 17, 1960, 
December 8, 1960. 


State Commission Lacks Power to Fix 
Minimum Freight Rates 


bbe Iowa supreme court reversed a 
commission order fixing minimum 
rates for the transportation of petroleum 


products by rail. The commission has no 
power to establish minimum rates, the 
court held, as distinguished from reason- 
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able maximum rates to be charged by 
common carriers by rail within the state. 
The commission has no powers except 
those expressly given and those incidental 
to or implied in connection with the 
powers granted. 

There was no statutory authority for 


the commission to fix minimum rates, 
Barring such statutory power, the com- 
mission could not adjust railroad rates for 
the protection of competing carriers. Chi- 
cago, B.& Q. R. Co. et al. v. Iowa State 
Commerce Commission, 105 NW2d 
633. 


Commission Denial of Motor Common Carrier 
Rate Increase Unreasonable 


7 Nebraska supreme court reversed 
a commission order which had denied 
a motor common carrier’s application for 
an increase in rates for the intrastate 
transportation of oil field equipment, com- 
modities, and supplies. The primary issue 
was whether the proposed rates and 
charges were fair and reasonable for the 
transportation of such commodities in in- 
trastate commerce, notwithstanding that 
the rates for the same service in interstate 
commerce were less. 

The reviewing court refused to sub- 
stitute its judgment for that of the com- 
mission on the resolution of conflicting 
evidence. 

However, it found that the state com- 
mission power had been exercised with- 
out regard to the undisputed or admitted 


facts and without proper application of 
the law to such facts, all of which made 
the order arbitrary and unreasonable. 
The evidence established that the ratio 
of the carrier’s revenue to operating ex- 
pense was 100 to 105.2. The commission 
and the parties apparently had agreed 
that this ratio was a proper formula for 
determining what rate would yield an 
adequate return. There had also been 
agreement that the carrier’s ratio of 100 
to 105.2 was out of proportion to the 
ratio which would produce a compensa- 
tory return—100 to 93. Therefore, the 
rate increase was required, and the com- 
mission’s refusal to grant the increase was 
arbitrary and unreasonable. L. W. Whit- 
lock Truck Service, Inc. v. Shippers Oil 
Field Traffic Asso. 105 NW2d 588. 


Commission Jurisdiction over Municipal 
Sewer Plant Upheld 


_ West Virginia supreme court of 
appeals held that the commission had 
jurisdiction to supervise and regulate the 
municipal sewer system of the city of 
Wheeling. In the exercise of such juris- 
diction, the commission could hear and 
determine a complaint involved in a pend- 
ing proceeding against the city relating 
to extension of the facilities and services 
of its sewer system. 
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The policy of the law of the state, 
pointed out the court, is that all public 
utilities, whether publicly or privately 
owned, shall be subject to the supervision 
of the commission. The commission has 
the statutory power and authority to con- 
trol the facilities, charges, and services 
of all utilities and to hear and determine 
the complaints of persons entitled to the 
services which such utilities afford. The 
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only limitation upon such power and au- 
thority is that the requirements shall not 
be contrary to law and that they shall be 
just and fair, just and reasonable, and 
just and proper. 


Statutory Construction 


The municipality had sought a writ of 
prohibition to prevent the commission 
from entertaining and exercising jurisdic- 
tion over a landowner’s complaint against 
the plant’s refusal to extend facilities to 
the subdivision he was developing. The 
contention was advanced that the statute 
vesting the commission with jurisdiction 
over municipal utility plants had been re- 
pealed by implication by a later statute 
authorizing municipal corporations to 
own, construct, and maintain sewer sys- 
tems under the control of a sanitary board 
and to operate and control such systems 
and to order and complete any extensions 
that the board might deem expedient. 

Repeal of a statute by implication is 
not favored in law. To repeal a statute by 
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implication there must be such positive 
repugnancy between the provisions of the . 
new statute and the old statute that they 

cannot stand together or be consistently 

reconciled. 

A statute which revises the whole sub- 
ject matter of a former statute and which 
is evidently intended by the legislature 
as a substitute for such former statute, 
although it contains no express words to 
that effect, operates to repeal the former 
statute. Statutes relating to the same sub- 
ject, regardless of the time of their en- 
actment and whether the later statute re- 
fers to the former statute, are to be read 
and construed together and considered as 
a single statute, the parts of which had 
been enacted at the same time. 

Applying these rules of statutory con- 
struction, the court held that the statute 
vesting the commission with jurisdiction 
over municipal utility plants had not been 
repealed by implication. The writ was de- 
nied. West Virginia ex rel. City of 
Wheeling v. Renick et al. 116 Se2d 763. 


Abandonment of Service Brings Statutory 
Revocation of Certificate 


Florida supreme court sustained 
the commission in revoking a portion 
of the certificate of a motor carrier on 
the grounds of abandonment of service. 
The company ceased operating over a 
portion of its route in 1948. It claimed 
that it was granted a suspension by the 
commission as a result of the approval 
of a schedule change. But the court 
agreed with the commission that the mere 
approval of a schedule change would not 
constitute permission to discontinue the 
service, particularly where the discon- 
tinuance was not called to the commis- 
sion’s attention at the time. 

In any event the statute in effect in 


1948 authorized the commission to grant 
only a “temporary suspension” for good 
cause, and even if a suspension were 
granted, as alleged by the carrier, the ten- 
year discontinuance here involved could 
not qualify as a “temporary” suspension. 

The carrier urged that the commis- 
sion’s action in reissuing its certificate in 
March, 1957, with the questioned portion 
of the route carried over from the former 
certificate, showed consent to a continu- 
ing suspension. Even if this were true, 
the operating rights had been abandoned 
under a self-executing statute enacted in 
May, 1957, which provided that failure 
to operate for six months without formal 
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approval by the commission renders the 
certificate dormant and abandoned. Rev- 
ocation in such case was made manda- 
tory. Therefore, in this case, when the 
discontinuance had extended for six 
months after the statute became effective, 


HE New Hampshire supreme court 

held that the commission was unrea- 
sonable in refusing to permit a temporary 
water rate increase, authorized in March, 
to be applied retroactively to include the 
first quarter of the year. On the com- 
pany’s rate application filed in January, 
the commission had allowed the tem- 
porary increase to take effect at the be- 
ginning of the second quarter billing 
period as “an orderly and convenient 
point” at which to make new rates effec- 
tive. But the court could find no good rea- 
son why January Ist would not also be a 
convenient beginning point. The evidence 
indicated that unless the temporary rates 
were made retroactively effective, the 
company would earn substantially less 
than a fair return during the first quarter, 
and the loss could not be recouped. 


Profits, Capital Cost, and Dividends 


In support of the commission order, 
attention was directed to a recent sale of 
a tract of land by the utility at a sub- 
stantial profit, which was credited to non- 
operating revenue. The land had been in- 
cluded in the rate base for previous years 
and taxes on it had been deducted from 
operating revenue in determining rate of 
return. The court observed that the com- 
mission would consider the tax and rate 
base questions when it fixed final rates for 
the company. But the profit on such a sale 
belongs to the stockholders. No good rea- 
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Denial of Retroactive Rate Relief Held Unreasonable 
Despite Liberal Dividends 


abandonment was complete, the certificate 
was revoked, and operations could not be 
resumed over the subject route except in 
the manner provided by statute. Grey- 
hound Corp. v. Carter et al. 123 So2d 
697. 


son appeared in these circumstances to 
deny the retroactive rate relief. 

It was also pointed out, in support of 
the order, that the company had recov- 
ered nearly all of its long-term debt 
through annual operating charges for de- 
preciation, and that the debt was probably 
incurred to finance purchases of plant. It 
was argued that prudent management 
would establish an asset fund account and 
a corresponding reservation of earned 
surplus which would increase yearly and 
be used for plant replacement so that the 
ratepayer would not have to carry both 
annual depreciation expenses and the cost 
of refinancing the long-term debt. 

Again the court considered this no rea- 
son to deny the retroactive rate increase. 
In the first place, matters of policy as to 
the methods of operating the business are, 
within the bounds of reason, the preroga- 
tive of management. Secondly, the pur- 
pose of depreciation charges is to preserve 
intact the original investment. If the as- 
sets are not replaced as they are used up, 
the business is, in effect, being gradually 
liquidated. The assets retained in the 
business as a result of depreciation 
charges may be used either to repay in- 
debtedness: or for the replacement of 
worn-out equipment. The utility, and 
therefore those whom it serves, must bear 
the expense of both depreciation and the 
cost of capital. 

It was shown that the company pays a 
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dividend of 5.4 per cent, which is not an 
unreasonable dividend. However this may 
be, the court declared, the fact remains 
that the company would earn less than a 
fair return in 1960 under the commis- 
sion’s order, and the dividend rate was 
no sufficient basis for denying a reason- 
able rate of return for the first quarter. 


Power to Make Retroactive Rates 


Finally, the argument was offered that 
it may be beyond the commission’s au- 
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thority to grant retroactive rate relief for 
the first quarter. 

But the state supreme court thought 
the statute recognized that retroactivity 
may be desirable on occasion. In view of 
the company’s practice of billing quarter- 
ly, it was held that the limits of permis- 
sible retroactivity would not be exceeded 
by an order establishing temporary rates 
retroactive for a single quarter. Penni- 
chuck Water Works v. State of New 
Hampshire, 164 A2d 669. 


CATCO Rule Upsets Gas Producer Price Allowed 
In Unconditional Certificate Grant 


Ov authority of the recent CATCO 
rule (29 PUR3d 70), the New York 
commission, in review proceedings before 
the federal appeals court for the District 
of Columbia, obtained reversal of another 
Federal Power Commission order (30 
PUR3d 166) in so far as it granted un- 
conditional certification of natural gas 
producer sales at proposed initial prices. 
In the CATCO case, the Supreme Court 
had overturned an unconditional certifica- 
tion of producer sales at an initial price 
of 22.4 cents per Mcf, which included a 
state tax of one cent. In the instant case, 
the commission certificated producer 
sales, in the same general area as was 
involved in CATCO, at an initial price in 
excess of 23 cents, including a Louisiana 
severance tax of 2.05 cents. This action 
was held to be inconsistent with the 
Supreme Court’s pronouncement and 
without substantial evidence to support it. 


High Prices Supported or 
Conditioned 


CATCO pointed out that because of 
the inordinate delays, without protection 
of refund, which are incident to a § 5 
proceeding under the Natural Gas Act to 


reduce unreasonable initial prices, the 
commission must give “a most careful 
scrutiny and responsible reaction to initial 
price proposals of producers under § 7.” 
The appeals court interpreted CATCO 
as posing two alternative courses for the 
commission in cases where certification is 
sought at prices which are “suspiciously 
higher” than other prices in the area, or 
which in some other way will tend to have 
an inflationary impact upon the natural 
gas market. The commission can attach 
conditions to protect the public interest 
while other rate-testing procedures are in 
process, or it may grant unconditional 
certification upon evidence sufficient to 
support a finding of public convenience 
and necessity. 

The commission contended that the 
initial prices in the instant case do not 
fall within the scope of the CATCO rule 
because they are in keeping with numer- 
ous other certified sales in the area. But 
the court was “reluctant to endorse so 
dubious a standard of reference,” noting 
that presumably the high price certifica- 
tions which followed the commission’s 
CATCO certification are as much subject 
to explanation as the CATCO price itself. 
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Evidence Insufficient 


Although the commission’s order in the 
present case was issued a month after the 
Supreme Court decided the CATCO case, 
the evidence was taken before the court’s 
opinion was rendered, and thus before it 
had become known that additional ex- 
planatory proof would be required to sup- 
port inflated prices. The commission took 
the position that 23 cents was not out of 
line and that the evidence in the record 
was, therefore, sufficient justification. The 
bulk of the evidence was to the effect that 
the contracts were negotiated at arm’s 
length and that the sales would not have 
been contracted at any lower price. This 


is not enough, said the court, to satisfy 
the requirements of CATCO. 

The Supreme Court meant to impress 
upon the commission an interpretation of 
the public interest which, in the context 
of a rising natural gas market, demands 
a real administrative effort to hold back 
prices, the appeals court declared. The 
case was remanded to the commission for 
further proceedings to enable the pro- 
ducers to offer additional evidence to 
support a certification without price con- 
ditions, or to seek a certification ap- 
propriately conditioned. New York Pub. 
Service Commission v. Federal Power 
Commission, No. 15,461, December 8, 
1960. 


Evidentiary Support Required for High Gas Lease 
Cost in Pipeline Project Certification 


N petition for review brought by the 


New York commission, a federal ap- 
peals court reversed an order of the Fed- 
eral Power Commission which uncondi- 
tionally authorized a pipeline expansion 
project of Texas Eastern Transmission 


Corporation involving gas _ supplies 
through the purchase of gas leases rather 
than by way of ordinary gas service from 
producers. 

Following recent judicial disapproval 
of a price of 22.4 cents per Mcf, includ- 
ing tax, for offshore Louisiana gas, 
several producers in the Rayne field area 
of southern Louisiana canceled sales con- 
tracts with Texas Eastern providing for 
a price of 23.9 cents. Texas Eastern 
thereupon proposed to acquire leasehold 
interests in the reserves formerly com- 
mitted to the contracts, for a total price 
of some $135 million. The federal com- 
mission urged that because the acquisi- 
tions, in their revised form, were non- 
jurisdictional, it was under no obligation 
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to determine whether the price to be paid 
by Texas Eastern for the gas was con- 
sonant with the public interest as a pre- 
requisite to certification of the pipeline 
project. Texas Eastern also took this 
position. 

The court recognized that it was with- 
in the federal commission’s power to 
certificate the project without passing 
upon the financial merits of the gas ac- 
quisition arrangement. It observed, how- 
ever, that the opinion and order appeared 
to approve the pricing aspects of the lease 
acquisitions without substantial evidence 
in the record to support such approval. 
In this respect the order could not stand. 


CATCO Rule Applies 


The New York commission claimed 
that the total cost to Texas Eastern for 
each Mcf of Rayne field gas would be 
22.89 cents, including tax. While the fed- 
eral commission questioned some aspects 
of the state commission’s calculations, the 
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court thought it clear that the price was 
high enough to be in the disputed area 
to which the CATCO rule (29 PUR3d 
70) applies. Even though in subsequent 
rate proceedings instituted under § 5 of 
the Natural Gas Act the commission 
might properly inquire behind the nego- 
tiated acquisition costs, said the court, the 
“nigh interminable” delay associated with 
such proceedings makes it essential that 
any proposal under § 7 be subjected to 
a careful scrutiny. 

Under the CATCO rule, where a com- 
pany seeks an unconditional certificate to 
make new sales at proposed prices which 
are out of line with existing prices, it is 
under an obligation to demonstrate the 
reasons why such increased prices are 
justified by the public convenience and 
necessity. The commission may not act 
merely upon proof that such prices are 
arrived at as a result of arm’s-length 
negotiation, but must look behind the 
negotiated prices. Nor can the commis- 
sion abdicate its responsibilities simply 
because the parties indicate that the whole 
transaction will collapse unless the full 
price asked is approved, said the court. 


3 


It is of no importance here, the court 
declared, that the transactions by which 
Texas Eastern proposes to acquire the gas 
will themselves be, by virtue of a change 
in form, beyond the regulatory control of 
the commission. The pipeline construc- 
tion project and the transactions by which 
Texas Eastern will dispose of the gas 
thus acquired clearly are within the com- 
mission’s jurisdiction. The relevance of 
Texas Eastern’s acquisition costs to these 
matters is unaffected by the form of the 
transaction. The commission’s warrant to 
inquire arises by virtue of its responsibil- 
ity to regulate the purchaser, regardless of 
the status of the seller, it was pointed out. 
On remand, two courses are open to the 
commission. It may clarify its order by 
expressly disclaiming any approval of the 
price to be paid for natural gas by Texas 
Eastern, or it may reopen the record to 
permit the company to establish that the 
acquisition costs which it proposes to 
incur will be consistent with the public 
convenience and necessity. New York 
Pub. Service Commission v. Federal 
Power Commission, No. 15,412, Decem- 
ber 8, 1960. 


Direct Service from Different Telephone Company 


bbe: Wisconsin commission ordered a 
telephone company to serve residents 
in a certain area on a direct basis. The 
residents were formerly served by the ex- 
change of another company. The com- 
mission made it clear that its approval 
should not be construed as meaning that 
if a group of customers discontinued 
service from a particular exchange, such 
action would, in effect, automatically en- 
able them to obtain service from another 
exchange. 


Each case would be determined on its 
merits, the commission said, with con- 
sideration given to the interests of the 
utilities involved, the interest of the cus- 
tomers immediately affected, and the in- 
terests of all customers who may be ulti- 
mately affected. Any loss of customers or 
potential customers at an exchange could 
create a situation which would be adverse 
to the interests of the remaining cus- 
tomers. Re Karis et al. 2-U-5441, Novem- 
ber 14, 1960. 


FEBRUARY 2, 1961 


t 
7 
k 
e 
r 
3 
- 
i 
’ 
> 
) 
4 
213 


PUBLIC UTILITIES FORTNIGHTLY 


Gas Company Obtains Supplemental Pipeline Supply 


¥NCHBURG GAs COMPANY has won a 
Federal Power Commission order 
directing Transcontinental Gas Pipe Line 
Corporation to furnish up to 2,000 Mcf 
of gas per day in addition to the 7,000 
Mcf it receives from its regular supplier, 
Atlantic Seaboard Corporation. Transco 
will establish physical connection with a 
pipeline subsidiary of Lynchburg for 
transportation of the gas to the com- 
pany’s distributing system. 

Seaboard, a customer of Transco, op- 
posed Lynchburg’s application. In order 
for Seaboard to supply additional gas to 
Lynchburg, it would be necessary to con- 
struct additional facilities, for which the 
retail company would have to pay addi- 
tional facility charges. 

The evidence indicated that the savings 
in costs would be substantial if Lynch- 
burg were permitted to purchase part of 


its gas from Transco. Such savings would 
be passed on to consumers, The presiding 
examiner, ruling against Lynchburg, had 
found that the retail company was not 
without service and that additional sup- 
plies could be obtained from its present 
supplier, Seaboard, albeit at higher cost 
than from Transco. 

The record also showed that Transco’s 
presently connected dependent customers 
have immediate need for ten times the 
unallocated capacity of the pipeline. But 
the commission found that the amount 
of gas sought by Lynchburg was so small 
that the effect of its allocation among 
Transco’s present customers would be but 
slight. There could be no question, there- 
fore, of impairing Transco’s ability to 
render adequate service to its customers. 
Re Lynchburg Gas Co. Docket No. G- 
18322, November 16, 1960. 


Protection of Service Area, The Ore- 
gon commissioner pointed out that motor 
common carriers which have invested sub- 
stantial sums in equipment and facilities 
in the territory served should, in the pub- 
lic interest, be protected from another op- 
erator entering the field, in the absence 
of a showing that the carrier’s services 
and facilities are inadequate, insufficient, 
or otherwise deficient. Re Keough (Is- 
ham’s Transfer & Storage), FMC 2922 
—(Sub 1), Order No. 37456, November 
2, 1960. 


Crossing Safety Signal Cost. The Illi- 
nois commission directed a railroad to 
install automatic flashing light signal pro- 
tection at a certain crossing, 90 per cent 
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Other Recent Rulings 


of the cost to be paid by the state and the 
remaining 10 per cent by the railroad. 
Illinois Commerce Commission v. Chicago 
B. & Q. R. Co. et al. No. 46980, Novem- 
ber 10, 1960. 


Telephone Company Interim Notes. 
The Illinois commission granted a tele- 
phone company permission to issue a se- 
ries of interim notes, and a final note to 
a principal amount equal to the aggregate 
principal amount of the interim notes, 
upon a showing that the money received 
for the notes would be used to acquire, 
rehabilitate, and convert another tele- 
phone company to dial operation, and that 
the purposes of the issue were not in 
whole or in part reasonably chargeable 
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to operating expenses or to income. Re 
Fieldon Teleph. Co. No. 47233, Novem- 
ber 10, 1960. 


Emergency in Elementary School. The 
Illinois commission directed a water com- 
pany to provide water and sewage dis- 
posal service to an elementary school lo- 
cated immediately adjacent to its service 
area upon a showing that an emergency 
existed, that approximately 250 pupils 
had to be carried by bus to another school 
several miles away because of the lack of 
adequate water and sewage facilities and 
had to be returned after dark, and that 
the other school had to be operated on a 
double shift basis. Community Consol. 
School Dist. No. 21, Cook County v. 
Buffalo Utility Co. No. 47268, Novem- 
her 10, 1960. 


Railroad Freight Rates. The Indiana 
commission granted a rail rate increase 
for line haul movements of bituminous 
coal within the state upon a showing that 
increased revenues were necessary to off- 
set increased costs relating to wages, 
taxes, materials, and supplies. Re Con- 
tinental Steel Corp. et al. Nos. 27550 
et al. November 23, 1960. 


Linked Acts. The U. S. court of ap- 
peals pointed out that a firm which leases 
equipment and another firm which fur- 
nishes drivers for the equipment are sub- 
ject to the certificate authority of the 
Interstate Commerce Commission when 
the acts of both are linked together as 
integrated parts of procedure through 
which property is transported in interstate 
commerce by motor vehicles for compen- 
sation. B & C Truck Leasing, Inc. et al. 
v. Interstate Commerce Commission, 283 
F2d.163. 


Option in Transfer Order. A commis- 
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sion order allowing the transfer of a 
parcel delivery certificate, but restricting 
it to intracounty service with intercounty 
service being handled through an inter- 
change with another carrier, or, in the 
alternative, authorizing intercounty serv- 
ice alone, would not be held invalid merely 
because of the optional provision, though 
the Florida supreme court had reserva- 
tions about the wisdom of such optional 
features. Rapid Delivery Service, Inc. v. 
Carter et al. 123 So2d 553. 


Railroad Profit or Loss. In determining 
the profit or loss of a station agency 
which a railroad proposed to discontinue, 
the Missouri commission applied its usual 
formula of allocating to the station one- 
half of the revenue derived from freight, 
all revenue from passenger fares and milk 
and cream, and one-fourth of Western 
Union and express, but other expenses 
based on operating ratio were not con- 
sidered because they would remain even 
if the station were closed. Re Missouri 
Kansas-Texas R. Co. Case No. 14,467, 
October 10, 1960. 


Certificate Proceeding Continuance. 
The Missouri commission refused to de- 
lay a water certificate proceeding to await 
the outcome of a municipal annexation 
proceeding then pending which, if ap- 
proved by the voters, would take into the 
corporate limits a part of a residential 
area proposed to be served under the re- 
quested certificate. Re Mark Twain Util- 
ity Co., Inc. Case No. 14,538, October 
27, 1960. © 


Dividend Restrictions. In authorizing 
a new gas distribution business, the Indi- 
ana commission approved a mortgage pro- 
vision prohibiting cash dividends on 
common stock as long as the debt ratio 
amounts to 50 per cent or more of the 
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total capitalization, and a similar restric- 
tion of 60 per cent was imposed on 
preferred stock dividends. Re Consumers 
Nat. Gas Corp. No. 28891, November 4, 
1960. 


No Abandonment by Transfer. The 
Federal Power Commission dismissed an 
application for authority to abandon serv- 
ice and ruled that no abandonment was 
involved where a gas company proposed 
to sell its properties and transfer its op- 
erations to another company which would 
continue under the same contractual pro- 
visions, at the same rates, the identical 
operations and services that the transferor 
had been rendering. Re Iroquois Gas 
Corp. Docket Nos. CP61-46, CP61-47, 
November 10, 1960. 


Handling of Stock Dividends. The 
manner in which fractional share inter- 
ests involved in corporate stock dividend 
programs are handled requires the exer- 
cise of managerial discretion, the Indiana 
commission observed, and the corporation 
should be given the necessary latitude to 
determine at the time, and under the 
particular circumstances of each stock 
dividend distribution, the precise method 
to be followed in effecting such distribu- 
tion. Re Indiana Gas & Water Co., Inc. 
Cause No. 26902, November 10, 1960. 


Electric Rate of Return. The Hawaii 
commssion allowed an electric company 
a rate of return of 6.59 per cent on an 
average depreciated rate base. Re Lahaina 
Light & P. Co. Docket No. 1408, De- 
cision and Order No. 1030, November 16, 
1960. 


Extended-area Service Denied. The 
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Missouri commission denied requests by 
a number of telephone subscribers for 
extended-area service where it appeared, 
by a canvass conducted by the commis- 
sion, that a majority of the telephone 
users in the area did not favor extended- 
area service or care to bear the necessary 
cost of it, and where the company’s rate 
of return would not permit it to provide 
facilities for extended-area service with- 
out reflecting the added cost in the rate 
level. Residents v. Chariton Valley 
Teleph. Corp. Case No. 14,211, Novem- 
ber 18, 1960. 


Rate Base Reflects Inflation. In calcu- 
lating a telephone company rate base sub- 
stantially on net investment, the Minne- 
sota commission added an allowance for 
current value reflecting the inflation in 
the economy during the past decade. Re 
Blue Earth Valley Teleph. Co. M-4671, 
November 21, 1960; Re Bricelyn Mut. 
Teleph. Co. M-4672, November 21, 1960; 
Re Easton Teleph. Co. M-4673, Novem- 
ber 21, 1960. 


Air-line Increase. The California com- 
mission granted Pacific Southwest Air- 
lines a fare increase for flights made with 
Lockheed Electra aircraft upon a show- 
ing that the company was required by 
the FAA to operate the planes at reduced 
speed until modifications had been made 
in the aircraft, that the reduced speed had 
decreased the efficiency of the operation, 
and that the modifications to be made 
would further reduce revenues for a sub- 
stantial period of time while the planes 
were out of service. Re Friedkin Aero- 
nautics, Inc. (Pacific Southwest Airlines), 
Decision No. 61102, Application No. 
42253, November 22, 1960. 


FEBRUARY 2, 1961 


A 
51,31 


ABA 
uction 
0.250, 
bn, ani 
at this 
At the 
inditur 
n. 
Princi 
e $ll, 
bosa R 
0,000 1 
bosa. fig 
0,000 
d powe 
expe 
ne 196 
pended 
ar the 
e Coos 
r const: 
ant fot 
1960), 
prelim 
ments 
On the 
ith 
50 is ex 
d-196! 
pend‘: 
pllatio:: 
mmeni 
am wii! 
er 


ighwe 
Show: 


al ser. 
d side 
ton pic! 
nced re 
on of | 
The 
RUARY 2, 


| 
| 
| 
| 
| 
| 
| 
| 
| 
216 
| 
| 
| 
| 
| 


Alabama Power Plans 
$51,300,250 Program in 1961 


BAMA Power Company’s con- 
uction budget for 1961 will be $51,- 
0,250, Thomas W. Martin, chair- 
bn, anounced recently. He observed 
nt this is the fourth successive year 
ht the company’s construction ex- 
inditures will be more than fifty mil- 
Principal items in the 1961 budget 
e $11,000,000 for the company’s 
bosa River projects, and over $7,- 
0,000 for its Warrior projects. The 
bosa figure includes more than $5,- 
0,000 additional for Weiss Dam 
d power plant, initial units of which 
e expected to go into operation by 
ne 1961. Nearly $5,000,000 will be 
pended on the Logan Martin Dam 
ar the confluence of Kelly creek and 
e Coosa river, for which contract 


t 1960. Half a million will be spent 
preliminary work for other devel- 
ments on the Coosa. 

On the Warrior River the Lewis 
ith Dag, the initial unit of which 
BO is tected to be in operation by 
d-196!, will require an additional 
pendi‘re of more than $6,250,000. 
eliminary construction for the in- 
pllatio:: of a power plant in the gov- 
mment owned Bankhead Lock and 
pm w''! call for an expenditure of 
er $1, 90,000. 


ighwey Trailer Utility Division 
Show. New General Service 
Body Line 


COM PLETE new line of gen- 
el ser.'ce bodies, conversion kits, 
d side boxes for use on 4, 3, and 
ton pickup truck chassis was intro- 
ed recently by the Utility Divi- 
4 of ‘lighway Trailer Industries, 


The Highway general service body 
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line is designed for universal appli- 
cation in utility construction and 
maintenance, the contracting trades, 
and automotive and airline mainte- 
nance and service use. They are avail- 
able for all popular makes of trucks, 
including those with dual rear tires. 

The Model HB general service 
body is constructed of rustproof 
galvaneal steel. Wheel wells are un- 
dercoated for additional protection. 

Inside floor space is 484 inches 
wide, with lengths of 75 to 104 inches, 
depending on chassis. Overall width 
is 774 inches; height is 42 inches 
overall, and 29 inches from floor 
to top. Side boxes are 14} inches 
deep. 

General service bodies have hinged 
tail gate with chain and hooks for 
positioning and locking. Sliding type 
roof can be furnished as an option. 
Units can be shipped knocked-down 
for shipment and assembled in the 
field with no difficulty. 

HC conversion kits are similar 
in construction and details to the gen- 
eral service bodies. Each side assem- 
bly consists of front, horizontal, and 
lower rear compartments. Rear and 
horizontal compartment doors have 
full length bottom hinges. Front com- 
partment can be supplied with or 
without adjustable shelves or trays. 

Model HT side boxes, also con- 
structed of galvaneal steel, are made 
in 70, 90, and 100-inch lengths, 12 
inches wide, and 14 inches deep. The 
70-inch unit has a single 65 x 10- 
inch door, the 90-inch unit has two 
doors, each 41 x 10 inches, and the 
100-inch unit has two doors, each 
46 x 10 inches. All doors have con- 
tinuous hinge with brass pin, and 
are equipped with chain stop. 

Highway Trailer will continue 
manufacture of previous designs of 
utility service bodies. The company is 


‘also a major maker of earth boring 


and related construction equipment, 
and the third largest manufacturer of 
truck-trailers and cargo-containers. 


Delta-Star's New 
C-Bar Conductor System 


A NEW medium capacity integrated 
current collector system, designated 
the “C-Bar Conductor System,” has 
been announced by Delta-Star Elec- 
tric Division, H. K. Porter Company, 
Inc. The new system is used where 
load current requirements do not war- 
rant the use of high capacity inte- 
grated systems. 

Developed by the division’s Electric 
Service Works in Philadelphia, the 
C-Bar Conductor System is used for 
all types of a-c and d-c current col- 
lection on Main Runway and Cross 
Travel for traveling cranes, material 
handling units, machine tools, etc. in 
factories, mills and docks. 

The new system is supplied com- 
plete with insulators, hangers, con- 
ductors, and collectors, integrated as 
a package. It is ready for mounting 
on the wall of a building or on a 
structural support. 

Featuring compactness, rugged de- 
sign, and economy, the new system 
requires a minimum of space and is 
available in bronze, aluminum or cop- 
per. Continuous conductor current 
ratings are 350, 450, and 550 amperes. 
Collector ratings range from 50 to 
250 amperes. 


(Continued on page 16) 


PERSONNEL CONSULTANT 
For OVERSEAS Assignment 

Must be experienced in all phases of 
personnel management, especially in or- 
ganization analysis and planning, and in 
job analysis, the preparation of position 
descriptions and the development of salary 
structures for a utility company. Ability to 
analyze problems, to deal effectively with 
senior executives and to train local per- 
sonnel administrators is essential. 

Salary to be negotiated. ‘Liberal bene- 
fits include living allowance. 

Send resume and state salary required.: 


Commonwealth Services Inc. 
300 Park Avenue 


New York 22, N. Y. 
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BENCH 
MARKS 
FOR PUBLIC 
RELATIONS? 


The lack of “yes” or “no” answers in measuring 
public relations results makes it hard to evaluate 
the effectiveness of this important work. Often, 
Commonwealth's public relations consultants can 
help establish bench marks for measuring and 
guiding company plans and programs. 

For your present or future public relations activi- 
ties, our specialists are available to help design 
programs or review proposed plans involving: 
Advertising and Publicity Government Relations 
Community Relations Stockholder Relations 

Customer and Dealer Relations 
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$305 Million Spending 
Plan Announced by Con Ed 


A RECORD spending of $305 million, an increase 
$40 million over 1960, is scheduled by Cousolidas 
Edison Co. of New York. Inc., for 1961, it was , 
nounced recently by Charles E. Eble, president. Mg 
of the outlay will be for new equipment, aching 
and buildings. 

“For the five-year period, 1961 through 165, , 
capital budget calls for the expenditure of »-ell 9 
$1.1 billion including payments to New Yor!. city j 
the subway power plants,” Mr. Eble said. 

“By far the greater part of this money :nust 
spent to expand the company’s electric system ‘0 supj 
the needs of our more than 2.8 million ele: ‘ric 
tomers.” 


Public Service Elec. & Gas to 
Spend $150,000,000 in 1961 


NEW records for demand and output of oth é& 
tricity and gas were established during 1960, acco 
ing to an announcement by Donald C. Luce, j reside 
Public Service Electric and Gas Company. A rec 
electric peak load of 2,797,000 kilowatts, 8 per cq 
higher than the 1959 peak load, occurred on Aug 
30th and on the same day there was a record da 
output of 49,442,800 kilowatthours of electricity, a 
8 per cent above the prior year’s record. On Decet 
ber 13, a day’s sendout of 6,068,953 therms of gas 
a new maximum, 9 per cent above that of 1959. 

total output of electricity amounted to 13,356,903 
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kilowatthours and 900,937,644 therms of gas wal 
sent out in 1960, 5 per cent and 12 per cent, respa 


tively, greater than in 1959. 


During the 10-year period 1950-1960 the company 


sales of electricity more than doubled and 1960 ¢ 
sales were three times 1950 sales. Ten years ago on 
49,000 homes and buildings were heated by gas 
compared with more than 300,000 served by Pub 
Service at present. Additions and improvements 
plant and equipment since 1950 have totaled more 

$1,070,000,000 and plans for 1961 call for the expent 
tures of an additional $150,000,000 for facilities 
keep pace with continually increasing demands { 
electric and gas service. 

Three major additions to the company’s rapi 
growing generating capacity are in progress. At 4 
new Mercer generating station, the first of two 320,00 
kilowatt turbine generators was placed in service k 
month, and the second unit, of similar size, is expect 
to be placed in service this Spring. At the Sewa 
generating station, an additional turbine generator 
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Commonwealth 


SERVICES INC. ASSOCIATES INC. 
Management Consultants Professional Engineers 


with a capacity of 342,000 kilowatts, is being installdleted .. 
This additional unit, scheduled for service in 1ctric 
will raise Sewaren station’s capacity to 817,000 ki,000-1, 
watts, largest in the company’s system. Ant ni 
On property adjacent to the existing M-rion geffound 
erating station, preparation of the site has begun ffam-cl 
construction of the Hudson generating station, a 
plant in the system. Initially, Hudson will have 4 Tn adi 
342,000-kilowatt generator, planned for op: ration #rsinic 
1964. uth 
When these new major installations have been (of bak 9 
pleted and placed in service and some low-pressd ~~ 
generating units at the Marion Station reiired, 4 ©. 
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al insi:lled capacity of the Pub- 
steam generating stations 
Il be '.396,500 kilowatts, 53 per 
- than the capacity at the 
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increase t me: 
of 1960. 


it was Recer''y placed in service were 
dent, stations at Gloucester 


niachinggd Eas’ Rutherford. 


Durin. 1961, the company’s expan- 

1965, contemplate the installa- 

cell ofgpn of ’.000 miles of overhead and 
tl. city jgpdergt vind wires, 7,000 additional 
tribu!: on transformers, 6,100 new 
eet lignts, 11,000 poles and 22,000 
bctric eters. In addition, 52,000 
ters \ill be replaced with meters 


y must 
Supp 
‘rie 

large: capacity to provide for cus- 


ners’ ‘creasing demands. 
Gas heating installations increased 
about 29,000 during 1960, and ap- 
ximately the same number is ex- 
hoth e@™eted to be added this year. To pro- 
0, accofle gas service for these new in- 
presidegpstallations and for the increasing 
\ recomeds of present customers, the com- 
3 per will install approximately 24,- 
on Augi0 services and 27,700 meters and 
cord da )) miles of mains. 
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Mn Dece Carolina Pwr & Lt Plans 
$76,000,000 Program 


of gas 
ep IRECTORS of Carolina Power & 
ght Company recently approved 
e largest construction budget in 
e company’s history. 
An all-time high of $76,000,000 
hs authorized for construction, with 
8,000,000 earmarked for expansion 
> 480 OMS year and the remainder to com- 
by $88 Bite projects begun during 1961. 
by Pulftouis V. Sutton, CP&L president 
ements Ad chairman of the board, said that 
more proximately $20,000,000 is ear- 
> €xpeliarked in 1961 for new generating 
cilities Boacity and about $18,000,000 for 
nands | hes, substations, transformers, me- 
gps and other facilities “necessary to 
rapi@pply the increased energy require- 
s, At tints of customers and to connect 
320,0w cus'omers.” 
ervice spent $26,800,000 on new 


gas 
nt, 


compan 


1960 ¢ 


vator | uring the year CP&L com- 
250,000-horsepower steam- 
ic ‘ant at Hartsville, S. C., a 
“rsepower unit at the Tillery 

* Mount Gilead, and broke 

‘or a 320,000 horsepower 

letrie generator at its Bolds- 


ro plan’. 
In adition, it joined Duke Power, 
ration * Electric and Power and 
‘rolina Electric & Gas to 
een commeAK ground in October for the 
-pressif s first atomic power plant at 


‘ired, 


completion in 1962, as is the new 
steam-electric unit at Goldsboro. The 
latter will be the world’s first coal- 
fired generator monitored and ac- 
tually controlled by an electronic 
computer. 


customers on its lines in the two Caro- 
linas. Electric energy sales were up 
10 per cent over 1959. 


home heating was cited as a signifi- 
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The Parr plant is scheduled for cant sales booster in 1960, during 
which CP&L adopted a lower all- 
electric rate and offered free “house- 
power” panels to all-electric home 
owners. CP&L has 3,500 electrically- 
heated homes on its lines now. 
CP&L’s residential customers av- 
eraged using 5,345 kilowatt-hours of 
energy in 1960—about 40 per cent 
above the national average. 
The company’s service area had 
record-breaking industrial expansion 
(Continued on page 18) 


CP&L ended 1960 with 425,000 


A growing acceptance of electric 


many steps VS.. ONE” 


This vertical treadmill 
converts the energy 
which the man ex- 
pends in climbing end- 
lessly from step to 
step into considerable 
power of compression 


This exclusive R & S service is made possible by 
this machine of our invention 


It is a treadmill to prepare rate bill analyses with your own staff and 
facilities, compared with the compression of time and effort achieved by 
the “One Step” Method. 


_ _ All the work is done in our office, your staff is free of detail, and most 
important, “One Step” Analyses give you month-to-month reports when the 
data is still fresh and useful. 


Invaluable to rate engineers in checking present trends and plotting 
future ones. And, the reports are strong supporting source material in 
presenting rate cases. 


May we send you the free booklet describing the 
“One Step” Method of Bill Analysis? Simply write Dept. U-1 


RECORDING & STATISTICAL 


CORPORATION 
100 Sixth Avenue - New York 13, N. Y. 


mued ) 
expeinstruc.ion in 1960, $124 million of 
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in 1960, with industries announcing 
plans to spend approximately $100 
million for new and expanded plants 
to create 12,500 new jobs and $38 
million new annual payroll. 


New Computer Service Beamed 
At Small, Medium-Size 
Companies 


A NEW computer service, which 
will make electronic data processing 
available for the first time to com- 
panies as small as a neighborhood 
store with one cash register, has been 
opened in New York City by the 
National Cash Register Company. 

The Dayton, Ohio, company plans 
to offer similar service in major cities 
throughout the United States, it was 
announced. 

Robert S. Oelman, NCR president, 
said the service would help boost the 
efficiency of small and medium-size 
companies by providing them with a 
more detailed picture of their opera- 
tions than they could obtain before. 
The New York service will be located 
in NCR’s Manhattan headquarters, 50 
Rockefeller Plaza. 

Equipped with a new $75,000 com- 
puter, the NCR 390, the service will 
automatically prepare sales and inven- 
tory reports, payrolls, customer bills 
and other business records. 

The new service will make a com- 
puter available to thousands of com- 
panies that are too small to be han- 
dled by existing data processing bu- 
reaus, the company said. 

NCR also plans to open larger 
data processing centers in New York, 
Los Angeles and Dayton, Mr. Oel- 
man said. These centers will use the 
large-scale NCR 304 EDP system. 


Ohio Power Company to Spend 
$25,500,000 in 1961 


OHIO Power Company will spend 
approximately $25,500,000 during 
1961 for construction of new facili- 
ties and the expansion of existing 
equipment, it has been announced re- 
cently by A. N. Prentice, vice presi- 
dent and general manager. 

The planned expenditure for 1961 
is less than the $39,500,000 invested 
in 1960, primarily because of the 
completion or near completion last 
year of generating plant expansions 
which cost nearly $23-million during 
the year but will amount to only a 
little over $6-million in 1961, accord- 
ing to our present plans. 
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On the other hand, investments by 
the company in other projects of ex- 
pansion and improvements are to be 
increased in 1961 in such categories 
as transmission and distribution fa- 
cilities and in a wide variety of mis- 
cellaneous projects, the general man- 
ager explained. 

One of the largest single expendi- 
tures by the company last year was 
for completing construction of a 
giant 500,000-kilowatt steam-electric 
generating unit at Philip Sporn plant, 
near New Haven, W. Va. 

The unit, which cost approximately 
$65-million, required an investment 
of nearly $21-million in 1960. The big 
generator, one of the two largest in 
the world, gives Philip Sporn plant a 
generating capacity of 1,100,000-kw, 
making it the largest power plant on 
the seven-state American Electric 
Power System. 

In general classifications, the fore- 
cast for 1961 is divided as follows: 


Power plants $ 6,208,670 
1,271,500 


. Transmission 


substations 
Distribution 

substations 
Transmission lines .... 
Distribution lines 
Coal lands and 

equipment 
General 1,781,000 
$25,508,670 


Cincinnati Gas & Electric Has 
$47,000,000 Program 


CINCINNATI Gas and Electric 
Company has announced a $47,000,- 
000 program for this year. Included 
in the program is the construction of 
a fifth unit of 250,000-kw capacity at 
the Walter C. Beckjord station near 
New Richmond, Ohio. It also will re- 
quire new transmission facilities to 
distribute the power. 

When the unit is completed in the 
fall of 1962 it will raise the Ohio util- 
ity’s total generating capability to 
1,510,000 kw. 

Ernest S. Fields, president, said the 
utility would spend an average of 
more than $46,000,000 a year in each 
of the next three years. It plans to 
borrow about $30,000,000 this year 
to assist in financing the program, he 
said. 

Mr. Fields said that expenditures 
for facilities such as mains, meters, 
services and other phases of the op- 
eration ran in excess of $20,000,000 
a year. 


Panhandle Eastern Pipeline 
Plans $77,000,000 Expansio 


PANHANDLE Eastern Pipe 
Company recently announced pj 
for a $77 million expansivn of 
transmission lines and pumping 
cilities. . 

Mr, F. J. McElhatton, vice px 
dent in charge of the gath. ing ; 
transmission department, si | 
pansion plan would involve |. Pan 
dle subsidiary, Trunkline Co, 
Houston, Texas. Under the ; |an, P; 
handle and Trunkline wou! add 
cilities to provide a 30 pe: cent 
crease in deliveries to 46 w ‘lity 
tomers in Missouri, Kans: ;, Mi 
gan, Ohio, Indiana and IIiinois, 


New Powers-America:i Uni 
Saves Manpower and Mone 


McCABE-POWERS Body 
pany, St. Louis, has announced p 
duction of a new Powers-Amerid 
body and equipment combinati 
designated the Series 555 two- 
line construction and maintenar 
body. 

According to Brooke Daly, fi 
vice president, the Series 555 enab 
a two-man crew to handle const 
tion and maintenance work norm 
requiring three or four men. “ 
unit saves manpower and time on{ 
job,” he stated, “and, especially 
portant, provides big truck perfo 
ance at a price that is extremely « 
on new equipment budgets.” 

The unit consists of a 112 in. bof 
featuring reduced overhang at 14 
and designed for an 84 in. CA chi 
sis, equipped with the firm’s Se 
PM-30 ‘“Pole-Master” derrick 3 
Series DF-1 “Earth-Master’” digg 

The body contains bin and shd 
equipped compartments, plus amy 
hooks, racks, troughs and open st 
age space for tools and materi 
needed on routine and emergel 
jobs. Underfloor winch line and 
merous other optional accessories 4 
be furnished to meet specific wo 
needs. 

Derrick, which handle: four+ 
loads and 55 ft. poles, can b mou! 
on either rear corner of the bo 
Vertical operating range ex'ends fre 
carrying position to grounc’; hortz0 
tal range reaches from ove side 
the body to the other. In ; ddition 
hydraulically spotting and solding 
any position, the derrick had she 
can be hydraulically extenced and! 
tracted a distance of 56 i”. 

Price information and a four-p' 
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INDUSTRIAL PROGRESS—( Continued) 


letin describing the Series 555 and the nuclear ramjet program, Project 000 component unit hours. 

essori’s can be obtained from Mc- PLUTO. Bernard M. Gordon, president of 
be-Po'vers Body Company, 5900 ; Monitor Systems and Epsco, stated 
rth F'-oadway, St. Louis 15, Mis- HAM Shipped to G-E that the HAM System has 35,000 


» A NEW electronic High-speed Auto- ¢lectronic components and compared 
dt Desi matic Monitor (HAM) System for reliability of the system to perfect 
Marquardt Designs control. of nuclear reactors was of 100 TV sets for a 


Atomic Reactor shipped on December 2, 1960 to GE _ without a single failure of any 
ind. 


Pipeline 
XPansio 
n Pipe 
Inced pk 
of 
urnping 


vice stems Division of Hanford Atomic Products Operation, 

th: ring q ieee ant has de- Richland, Washington. The quarter | Leighton A. Meeks, Project Man- 
sil thedl od . nuclear plant for the pro- million dollar system is the first of its ager of the new system, stated that 
e Panhfltion of electrical power at costs kind and was built by Monitor Sys- another outstanding feature is “self- 
Gis Co, petitive with conventional steam- tems, Inc., a subsidiary of Epsco, checking” through a built-in memory. 


pian, Py 
ul! add 
cent 
uality 
ss, Mi 


llinois, 


ge ‘n the 5.000 to 20.000 Inc., Fort Washington “Industrial In other words, the HAM System 
ical pe oti pti Called the Park, Fort Washington, Pa., to dem- trouble-shoots itself. It immediately 
ect (ycle Diphenyl Reactor (DC- onstrate that nuclear processes can be notifies the operator if failure occurs 
b), the Marquardt concept repre- controlled on a high-speed automatic and pinpoints the area of failure. 

ts a new approach to the design basis. ; Mr. Meeks said that the reliability 
small nuclear powerplants. As the | Harry H. Rosen, vice president of the system was established by an 
e iniplies, the DCDR uses the re- and general manager of Monitor Sys- acceptance test of unprecedented se- 
or coolant, diphenyl, as the work- tems, stated that the HAM System verity. Continuous operation for 1,250 
fluid in the energy conversion measures 116 reactor temperatures at hours was required with no more than 
a speed of 5,000 per second with a a single high temperature false alarm 
degree of reliability never before at- or more than two false alarms of 
tained. Mr. Rosen pointed out that other types. In other words, only one ° 
the amazing reliability of the HAM or two false alarms (depending on 
System was necessary because of the the type) were permitted in a total 
possibility of runaway fission if the of 22,500,000,000 readings. The rigor- 
nuclear control system should fail. ous acceptance test was completed 
Reliability is in the order of 50,000,- Monday, November 21, 1960. 


311 Uni 
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Co 
unced p 
Ameriq 
ombinati 
two- 
jaintenad 


le. 
Diphenyl is an aromatic hydrocar- 

consisting of two benzene rings. 
e properties of diphenyl make it 
sible to expand saturated diphenyl 
bor in a turbine without condensa- 
. Thus, moisture separation and 
bor reheat required for steam tur- 
es are eliminated. In addition to 


above saving, the low vapor pres- 
e and non-corrosive nature of This announcement is under no circumstances to be construed as an offer to sell or as a solicitation 
heny! aise slow a much simpler of an offer to buy any of these securities. The offering is made only by the Prospectus. 


bine design with attendant cost NEW ISSUE January 18, 1961 


Daly, fi 
55 enab 
constr 
norms 


nen, “ 


ime on 
ecially mgs over conventional steam tur- 
me § es. The low pressure, non-corrosive 350,000 Shares 


omely e bheny! coolant allows the use of Gulf States Utilities Company 


-alloy steel throughout the plant, 
2 in. bogpulting in further cost reductions. 


Common Stock 


ig at r@lhe nuclear reactor uses graphite (Without Par Value) 
CA chga combined neutron moderator and 

n’s Sergel jacket, which results in an ex- Se 

rrick agmely high temperature capability Price $36.75 per Share 
digg the fuel elements. The use of 


and she™pphite also lowers the decomposi- 
Jus amg of the coolant to almost negligi- Copies of the Prospectus may be obtained in any State in which this 
3 : announcement is circulated from only such of the undersigned or other 

open st value: 5. dealers or brokers as may lawfully offer these securities in such State. 

materi@g he 1)\CDR was designed especial- 
mergeg for the small electrical system. It Merrill Lynch, Pierce, Fenner & Smith Lehman Brothers 
e and mlso ically suited for arid regions, Incorporated 
sories qmce the waste heat from the energy American Securities Corporation A.G. Becker &Co. Equitable Securities Corporation 
‘ific system can be easily re- Incorporated 


ted to the air. The DCDR is at- Hallgarten & Co. Hayden, Stone & Co. Hornblower & Weeks 


four-@ctive or industrial plants, because 
mounilg the sibility of combined elec- F. Moseley &Co. Paine, Webber, Jackson & Curtis W. Pressprich & Co. 


al an! i i 
cf L. F. Rothschild & Co. William Blair & Company First of Michigan Corporation 
- horiz@ppulsi.1 appears to be technically 
e side bsible ind economically attractive. 
ddition#The [CDR concept signifies the McDonald & Company The Milwaukee Company The Ohio Company 
iolding entry for Marquardt into the 
ad shefilian reactor area. The company Salomon Bros. & Hutzler Schwabacher & Co. Stroud & Company 


od and @etofore has been identified in the 
lear ‘icld primarily for its work on 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 


64 years of leadership in property valuation 
the AMERICAN APPRAISAL company 


Home Office: Milwaukee 1, Wisconsin 
Offices in 18 cities coast-to-coast 


i CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 


BONI, WATKINS, JASON & CO., INC. 


Economic & Management Consultants 


80 Pine Street 919 nr ey St., N.W. 
New York 5, N. Y. Washington 6, D. C. 
Rete Cases Management and Market Studies Rate of Return Analyels 


Cost of Service Determination Economic and Financial Reports 


BURNS and ROE, Inc. 
ENGINEERS e CONSULTANTS e CONSTRUCTORS 
Engineering and Design © Research and Development © Construction © 
Electric, Steam and Hydro Plants © Aeronautical and Missile 
Facilities ¢ Surveys © Nuclear, Chemical and Industrial Plants ¢ 
Transmission © Distribution © Reports 
160 WEST BROADWAY, NEW YORK 13, NEW YORK 
Washington, D. C. e Hempstead, L. |. e Santa Monica, Calif. 


SERVICES INC. Management and Business Consultants 


300 Park Ave., New York 22, N. Y., MUrray Hill 8-1800 


Common wealth 1 Main St., Houston 2, Texas, CApital 2-9171 
i612 K St., N.W., Washington 6, D. C., STerling 3-3363 


ASSOCIATES INC. Consulting and Design Engineers 
Commonwealth Building, Jackson, Mich., STate 4-6111 


Mention the FortNIGHTLY—It identifies your inquiry 
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(continued) 


DAMES & MOORE 
Consultants in Applied Earth Sciences 
Subsurface investigations for foundations, a. a subsurface stru 


HONOLULU 


NEW YORK 
PORTLAND 


SAN FRANCISCO 
EATTLE ATLANTA 


SALT LAKE CITY 


structures. Air photo, 
geological, and eee investigations for pipeline and transmission line routes. Geolos ical- 
-soil Techantcs investigations for dlc and use of marginal land, and aan 


DAY & ZIMMERMANN, INC. 
ENGINEERS & CONSTRUCTORS 


NEW YORK PHILADELPHIA CHICAGO 
Design — Electric Line Construction — Management — Reports and Valuations 


- Construction 


PLA DRAKE & TOWNSEND. 


Incorporated 


p 
11 WEST 42ND STREET, NEW YORK 36, N. Y. 


LP-gas 


peak shaving 


EMPIRE GAS and stand-by 


ENGINEERING CO. 
P.O. Box 1738. 
Atlanta 1. Georgia 


NEW YORK @ MONROE, LA. @ CHICAGO @ SAN FRANCISCO 


Ford, Bacon & Davis 


Bap VALUATION Fn inecrs CONSTRUCTION 
REPORTS g : RATE CASES 


FOSTER ASSOCIATES, INC. 


Rate Cases © Cost of Service and Other Regulatory Methods 
Rate of Return Analyses @ Rate Design 


WASHINGTON 5, D. C. 


Natural Gas Field Price Problems © Economie and Financial Reports 


1523 L STREET, N.W. 326 MAYO BUILDING 403 EMPIRE BUILDING 
TULSA 3, OKLAHOMA CALGARY, ALBERTA 


(Professional Directory Continued on Next Page) 
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(continued) 


Francisco & Jacosus 


ENGINEER & ARCHITECT 


Specializing in the location and design of 
Customers Service Centers and Operating Headquarters 


WESTBURY CLEVELAND 


GIBBS & HILL, inc. 


Consulting Engineers 


DESIGNERS ¢ CONSTRUCTORS 
PENNSYLVANIA STATION NEW YORK 1, N. Y. 


ENGINEERS and CONSULTANTS 


525 LANCASTER AVE. 
FOUNDED 1906 READING, PA. 


WASHINGTON ¢ NEW YORK 


G =) GILBERT ASSOCIATES, INC. 


W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 


Traffic Surveys—Fare Analyses 
55 Liberty Street New York 5, N. Y. 


HARZA ENGINEERING COMPANY 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATION — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 


HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE e COLUMBUS, OHIO 


Mention the FortnicHtLy—It identifies your inquiry 
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(continued) 


JENSEN, BOWEN & FARRELL 


ENGINEERS 


APPRAISALS — DEPRECIATION STUDIES — PROPERTY RECORDS 
COST TRENDS — SPECIAL STUDIES — REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
Michigan Theotre Building Ann Arbor, Michigan NOrmandy 8-7778 


Personalized Piping System Flexibility Analyses 
Piping flexibility studies made with Available on a confidential basis 
ao electronic computer, retth to consulting engineers and engineering 


individualized on your company forms. departments. Write for details to: 
POWER PIPING DIVISION 


The M. W. Kellogg Company, 711 Third Avenue, New York 17, N. Y. 


She hulji lan Copovalion 


CONSTRUCTORS 
POWER PLANT SPECIALISTS 


SURVEYS INVESTIGATIONS REPORTS 


1200 N. BROAD Dl PHILADELPHIA 21, PA. 


William S. Leffler, Engineers Associated 


Utility Management Consultants for past 35 years Specializing in 
S c CLASS COST ANALYSES for Developing CLASS RATES a 
oo a OF RETURN and UNIT COSTS for use in meunencsean 
TELEPHONE RATE CASES AND MODERNIZATION of Rate Structures PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 
17 BAYWATER DRIVE DARIEN, CONN. 


N. A. LOUGEE & COMPANY 


Engineers and Consultants 


RATE CASES—APPRAISALS-—DEPRECIATION STUDIES 
BUSINESS AND FEASIBILITY STUDIES—REPORTS 


120 Broadway New York 


CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Design and Construction Management 
Steam, Hydro Electric and Diesel Plants—Gas Turbine Installations 
BOSTON, MASS. CHARLOTTE, N. C. 


Pioneer Service & Engineering Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 


231 SOUTH LA SALLE STREET 


(Professional Directory Continued on Next Page) 
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(continued) 


. Special Operating Studies 
Planning and Design 
Reports for Financing 
Economic Studies 
Regulatory Representation 


SANDERSON & PORTER ENGINEERS 
DESIGN e CONSTRUCTION 


NEW YORK NEW YORK 


SARGENT & LuNDyY 
ENGINEERS 


Consultants to the Power Industry 
@ STUDIES @ DESIGN @ SUPERVISION 
: 140 South Dearborn Street, Chicago 3, Ill. 


STANDARD RESEARCH CONSULTANTS, INC. 
Rate of Return © Valuations © Capital Costs 
Customer Surveys © Depreciation Studies 
Regional Economic Studies ® Property Records 
345 Hudson St. Watkins 4-6400 New York 14, N. Y. 


STONE & WEBSTER ENGINEERING CORPORATION 
DESIGN + CONSTRUCTION + REPORTS 
APPRAISALS EXAMINATIONS 


CONSULTING ENGINEERING 


NEW YORK, 90 Broad Street - BOSTON, 49 Federal Str 
Chicago Houston SanFrancisco LosAngeles Seattle Toronto Calgary 


Whitman, Requardt and Associates 
Publishers of the HANDY-WHITMAN INDEX 


DESIGN—SUPERVISION OF PUBLIC UTILITY CONSTRUCTION COSTS, 
now in its 35th year and a companion publication the 
REPORTS—VALUATIONS HANDY-WHITMAN INDEX OF WATER UTILITY 
CONSTRUCTION COSTS 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 


Mention the FortNIGHTLY—It identifies your inquiry 
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BURNS & McDONNELL 
Engineers-Architects-Consultants 


4600 E. 63rd St. Trafficway 
Kansas City 41, Missouri 


LUTZ & MAY COMPANY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 


EARL L. CARTER 
Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Public Usility Valuations, Reports end 
Original Cost Studses 


910 Electric Building  Indsanapolis, Ind. 


MINER AND MINER 


CONSULTING ENGINEERS 
INCORPORATED 
GREELEY, COLORADO 


Littleton, Colorado 
Tucson, Arizona 


Phoenix, Arizona 


COFFIN & RICHARDSON, INC. 
CONSULTING ENGINEERS 


Appraisals and Valuations For Regulatory, 
Tax, and Other Purposes 
Rate Case Preparation—Cost of Service Studies 
Original Cost and Depreciation Studies 
Rate Design 


88 Devonshire St., Boston 9, Massachusetts 


PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils Mechanics 
Testing—Inspection—Analysis 
Main Office, Pittsburgh, Pa. 

32 Laboratories in Principal Cities 


ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
AS AND SERVICE CO. 
327 So. LaSalle St., Chicago 4, Il. 


A. S. SCHULMAN ELECTRIC Co. 


Electrical Contracting Engineers 
founded 18890 
PoweER STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 


2416 S. MICHIGAN AVE. CHICAGO, 
Angeles 


los Tampe 


GANNETT FLEMING CORDDRY AND CARPENTER, INC. 


Reports—A 


Original Cost and Depreciation Studies 
Rate Analyses—Iineuranee Surveys 


HARRISBURG, PENNSYLVANIA 


SVERDRUP & PARCEL 
Bngineers & Consultants 
Design, Construction Supervision 
Steam and Hydro Power Plants 
Power Systems—Industrial Plants 
Studies—Reports 


St. Louis San Francisco Washington 


INTERNUCLEAR COMPANY 


Nuclear consultants, engineers, and 
designers 
Economics of Nuclear Power, Reactor 
Analysis and Design, Shielding, 
Special Applications 


Clayton 5 Missouri 


A.W, INSPECTION CO., INC, 
Poles, 
Preservative Treatment and Preservative Analysis 


208 Virginia St., Mobile, Ala. 
New York me Portland 


Inspecters stationed throughout the U.S.A. 


Jackson & Moreland, Inc. 
Jackson & Moreland International, Inc. 
Engineers and Consultants 
DESIGN AND SUPERVISION OF CONSTRUCTION 
UTILITY, INDUSTRIAL AND ATOMIC PROJECTS 
SURVEYS —APFRAISALS REPORTS 


HHNICAL PUBLICATIONS 
BOSTON — WASHI INGTON — NEW YORK 


Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 

Public Utilities Fortnightly 

332 Pennsylvania Building 
Washington 4, D. C. 


Mention the FortNiGHTLY—It identifies your inquiry 
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*Allen & Company 
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Black & Veatch, C Iting Engineers .............. 20 
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Carter, Earl L., Consulting Engineer ................ 25 
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*Combustion Engineering, Inc. 
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Harza Engineering 22 
Hoosier Engineering Company ................0000- 22 
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its service territory—in Ohio, 
1, West Virginia, Kentucky, 
Inia, \ aryland and southern New 
~nat ‘ral gas continues to be the 
red for home and industry. 
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THE COLUMB 
SYSTEM, ING. 


Siggy COLUMBIA GAS SYSTEM SERVICE CORPORATION 
COLUMBIA HYDROCARBON CORPORATION 
120 EAST 41st STREET, NEW YORK 17, N.Y, 


CHARLESTON GROUP: UNITED FUEL GAS COMPANY, 1700 MacCORKLE 
AVENUE, S.E., CHARLESTON, WEST VIRGINIA. COLUMBUS GROUP: THE 
OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., COLUMBUS 15, OHIO. 
PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT COM- 
PANY, 800 UNION TRUST BLDG., PITTSBURGH 19, PA. 
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Complete service complements product reliability when you install a General Electric steam turbine-generator such as this 
125,000-kw, tand d, double-flow, reheat unit in the E. D. Edwards Station of Central Illinois Light Company 


Pp 


Always 
an evaluation factor— 
General Electric’s 
personalized 
urbine-generator service 


General Electric 

urbine-Generators _ 
Help Keep 

Power Costs Low 


General Electric’s complete service program for steam 
turbine-generators is personalized to your specific system rt 
quirements—to help you in your continuing efforts 4 
produce reliable, low-cost electric power. This nation-wid 
service is readily available, to give you: 


*turbine and generator engi- ® periodic service calls and cm 
neering consultation sultation 
installation planning and maintenance insp.ction all 
direction planning 
accelerated. on-time start-ups renewal parts sche: uling 
*training of your personnel ©® priority repair service 
At General Electric, service is always part of the tot 
value you receive ... it is not curtailed when >rices aff 
soft, when orders are slow, when profits are dow: . .. iti 
always part of your steam turbine-generator. ud 


Progress Is Our Most Important Prod + 
GENERAL @@ ELECT! IC 


Steam turbine-generators Steam turbine-generators Gas turbines for peaking, Mechanicalimmive steo” 
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